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IN1RODUCTION 
The Problem and Its Importance 
The Massachusetts compulsory automobile insurance system 
has been in existence for over thirty years . During that time it 
has created so much public misunderstanding and dissatisfaction that 
it has been constantly under fire by its critics in this state and in 
others . Most of the complaints concern the cost of insurance which, 
with few exceptions, has continued to rise each year well in excess 
of the general increase in prices for other goods and services. 
The real problem lies in the reason behind these increases. 
Since compulsory insurance became effective in Massachu-
setts in 1927, motor vehicle accident frequency and severity have 
gone up almost every year. This has been reflected in the compul-
sory charges promulgated qy the Insurance Commissioner. The result 
has been that the majority of the public, on the one hand, has been 
bitter about its compulsory rates and the companies, on the other 
hand, have been unhappy about these rates which th~ have felt to 
be inadequate. The Insurance Commissioner, a political appointee 
subject to all sorts of pressure, has found himself in the middle 
with the difficult task of trying to be fair to both sides . 
The Compulsory Law directly affects over 2,000,000 auto-
mobile owners in the Commonwealth. With a group this size involved, 
a workable solution to the problems the system has created must be 
found; otherwise another method of guaranteeing the financial 
responsibility of motor vehicle operators may replace compulsory 
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insurance. 
Work Done by Others 
For the past thirty years the State Legislature has kept 
a watchful eye on the operation of the compulsory system. In 1930, 
1952, and 1959 special legislative commissions were established to 
review the law and to make recommendations for improvement. The 
first two reports emphasized changes in the mechanics of the system. 
The last report, completed less than a year ago, was a comprehensive 
study of the law from its inception to 1957 with an analysis of the 
major causes of dissatisfaction and suggested changes. 
Many books, magazine and newspaper articles have been 
written on compulsory insurance. Some consider the matter of rate 
making, others discuss the claim situation, and still others propose 
changes in the law. Very few examine more than one segment of the 
system. 
Insurance departments throughout the United States have 
investigated our compulsory statute and have commented upon it in 
terms of their own situation. These studies are useful from the point 
of view that th~ represent the opinions of people who should have 
tried to be as objective as possible in their analysis. So far, 
only two states - New York and North Carolina -- have seen fit to 
enact similar legislation. 
Each year the casualt,y companies in Massachusetts review 
their experience with compulsory automobile liability insurance for 
the preceding year . 'Ihey present statistics to prove how they have 
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fared. These figures and those compiled by the Insurance Department 
show claim experience and expenses and have been the basis for future 
rates . 
Method of Approach 
Except for the 1959 legislative report previously referred 
to, very little has been done b,r way of investigating the compul-
sory system in its entirety. This is what I intend to do qy coordina-
ting and analyzing information available on the plan's various as-
pects. 
sections: 
For this purpose ~ thesis will be divided into four 
1 . The Compulsory Law. 
The requirements of the law and the mechanics of 
the system's operation are basic to~ study. 
2. Costs and Related Matters . 
The cost aspect is the backbone of the compulsory 
system. It will be thoroughly explored. 
3. Proposed Changes in the Law . 
In this chapter I will examine recommendations that 
have been made to alter the compulsory system along 
with their advantages and disadvantages. 
4. Conclusions and Hecommendations . 
From the information presented I will draw conclusions 
and present any constructive implications the thesis may 
offer. 
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CHAPTER I 
THE }AASSACHUSETTS COMPULSORY 
AUTOMOBILE INSURANCE LAW 
EVENTS LEADING UP TO THE PASSAGE OF THE LAW 
Prior to 1903 there were so few motor vehicles in use 
that most people of this horse and buggy era i gnored them.?~ That 
year, primarily for statistical purposes, the Commonwealth of 
Massachusetts first required automobiles to be registered by the 
state. (l) For the next fifteen years the number of registered 
vehicles increased rapidly -- so did highway accidents.** Elf 
1918 the Massachusetts Legislature realized that a problem had 
arisen which needed attention. 1he problem referred to was that 
of insuring financial redress for motor vehicle accident victims. 
Ma~ persons who were injured as a res ult of the negligent operation 
of an automobile by another were unable to collect a~thing simply 
because of the responsible party's financial inability to pay damages . 
The first attempt at solving this problem was a legisla-
tive proposal to establish an act similar to the Massachusetts Work-
men's Compensation Act to apply to automobile operation. Because 
~< No records exist to prove an actual number but estimates of the 
Registry of Motor Vehicles range from 200-500 cars . 
-l* More than 15,000 accidents in 1918. 
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of political bickering, it failed to pass . Then, from 1918 to 1925, 
numerous bills involving a score of different schemes made their 
appearance . Each was defeated . 
~ the spring of 1924 the State Legislature had not been 
abl e to come up with an acceptable solution and so another approach 
wa s attempted . Governor Channing Cox of Massachusetts called a con-
ference of leading citizens for the purpose of devising some means 
to bring about a greater degree of safety in the use of our streets 
and highways . As a r esult of this conference, a committee was ap-
pointed to make an intensive stuqy of motor vehicle accidents 
causes .* This was a slightly different angle of attack for now 
concern was not only with the compensation of those who might be 
injured as a result of automobile operation, but also with the 
control of accidents and the promotion of safety on the highways . <2) 
This committee , known as the Hargis Committee, came to 
the conclusion that very few motor vehicle accidents were not pre-
ventible . It felt that only those arising from defective equipment 
were not due to the fact that someone - - motorist, pedestrian, or 
some other user of the highway -- failed either to obey the law, to 
conduct himself with adequate regard for the rights of others , or to 
take r easonable precautions for his own safety . Therefore , the real 
* This committee was established by joint order of the Massachusetts 
Senate and House of Representatives on May 29, 1924. Its member-
s hip cons i sted of Senators John W. Hargis (Chairman), and Charles 
Austin, and Representatives James D. Bentley (Vice- chairman), 
Frank W. Eaton, John E. Thayer , Jr . , Francis E. Cassidy, and 
Jereman J . Healy . 
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problem was to devise a method which would induce all users of the 
highw~s to abandon all improper practices which cause accidents . 
The way to do this was to bring about a more complete observance 
of the law, especial~ through cooperation with state and local of-
ficials . To this end the following recommendations were made: 
1 . Tighten up the requirements for obtaining an opera-
tor's license with emphasis placed not only on an appli-
cant ' s experience, but al s o on his mental poise . 
2. Establish a Motor Traffic Board headed by the Regis-
trar of Motor Vehicles whos e purpose it would be to make 
a continuous study of the automobile accident situation 
in Massachusetts . ~*" This Board would provide local 
authorities with advice i n dealing with questions of 
motor vehicle policy . I t would also coordinate all 
highway activities of the Commonwealth in a single au-
thority . 
3. The activities of the Massachusetts Safety Council 
should be extended to include education in safety and 
accident prevention in the public schools . 
4. The author ity of poli ce officers with respect to 
motor vehicle violations should be clearly established . 
* The Registry of Motor Vehicles , a division of the Department of 
Public Works , was established in 1919 . 
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In particular, severe penalties should be set forth 
for drunken driving offenses . 
The Legislature paid little attention to these recommenda-
tions and for a while it seemed as if the formation of the Hargis 
C . tt h d b . . (3 ) ornml ee a een 1n valn. 
The Compulsory Proposal 
During the latter part of 1924 a bill was presented to 
the State Legislature which would have required motor vehicle 
owners to show evidence of financial responsibility as a prere-
quisite to registration. This bill was known as the compulsory 
proposal . After it passed the House but was defeated by the Senate, 
Governor Cox referred the subject matter of the measure to the 
Hargis Committee for investigation. 
This Committee discovered that owners of approximately 
30% of the motor vehicles registered in Massachusetts had protected 
themselves with liability insurance . There was no way of telling 
how many of the remaining 70% were responsible . Many cases had 
been reported in which injured persons were unable to obtain the 
financial redress to which they were entitled under common law so 
apparently many motor vehicles were being operated by persons who 
did not have the ability to pay for damages which they might cause 
and who had not pr ovided insurance for the protection of those whom 
they might injure . 
Hargis felt that it was the Commonwealth's duty to require 
that persons who were permitted tooperate motor vehicles on the 
public ways give adequate guarantee that personal injury judgments 
against them would be collectible . Guarantee of financial ability 
for property damage was considered important, but a matter that 
should be taken up at a later date since property damage claims 
were usually for small amounts . 
As a result of their investigation, Hargis and a majority 
of his committee suggested the following plan: 
1 . As aprerequisite to motor vehicle registration all 
applicants in the Commonwealth should be required to 
show financial responsibility for bodily injury resulting 
from negligent operation of their automobiles by deposi-
ting with the Registrar of Motor Vehicles one of the 
following: 
(a) a certificate of an insurance company that 
it had issued to the applicant a motor vehicle 
liability policy. 
(b) a certificate of a surety company that it had 
issued to the applicant a motor vehicle liability 
bond . 
Both (a) and (b) must agree t o pay any judgment 
a gainst the applicant to an amount not less than 
five thousand dollars for any one injury and not less 
than ten thousand dollars for any one accident. 
(c) a certificate from the Division of Highways of 
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the Department of Public \forks that the applicant 
had deposited cash or other securities in the 
amount of at least five thousand dollars as securit,y 
for the payment of judgments which might be rendered 
2. Establish a Board of Appeal to pa~on disputes between 
applicants for insurance and insurance companies as to 
whether the applicant is a fit person for a motor vehicle 
liability policy. Without this provision legislation 
that required an individual to furnish liability in-
surance as a prerequisite for automobile registration 
might be held unconstitutional on the grounds that it 
would permit an insurance company, rather than the author-
ized officials of the Commonwealth, to determine whether 
an applicant is one who may be permitted to register a 
motor vehicle. 
3. The state should exercise control over rates to be 
charged for motor vehicle liability policies and bonds 
so as to make sure they are adequate, just, reasonable 
and non-discriminatory . (4) 
Objections To The Compulsory Plan 
The Hargis Committee was not unanimously in favor of the 
compulsory plan. Some of its members, led by Senator Austin, felt 
that such a system would prove unworkable and impractical. Here 
16 
were their objections: 
1. No law could be passed which would require motor 
vehicle owners to provide insurance against accidents 
which might occur out of state or on private property 
in this state . Therefore, some accidents would occur 
for which there would be no protection. 
2. Some automobile accident victims would themselves 
be guilty of negligence . These persons would be able 
to collect nothing. Therefore , the liability protection 
required by statute would be primarily for the auto-
mobile owners' protection and not a guarantee of pay-
ment for an injured party . 
3. Administrative requirements of the system would be 
enormous. Accident data and rate i nformation would have 
to be compiled. In 1924 records of accident experience 
were kept on les s than one-third of the state's mota~ 
vehicles and no rating statistics had ever been collected. 
4. A requirement of financial responsibility might lead 
to carelessness on the highways. If a person t hought 
that his personal finances were out of reach, he might 
be inclined to take unnecessary chances when behind the 
wheel. The result could be a substantial increase in 
motor vehicle accidents. This would require additional 
court facilities since claims for damages would follow 
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almost every personal injury if motor vehicles were 
protected by insurance . Estimates placed the increases 
in court cases at 200% . ?~ 
5. Statistics available indicated that in 1924, 13,525 
motor vehicle operators out of a total 620,439 were in-
valved in accidents causing injury to 20,258 persons. 
Therefore, there was the question of whether or not 
the misdeeds of 2t% of the state's licensed operators should 
compel the remaining 97 3/4% to purchase insurance which 
the majority seemingly did not want as evidenced qy their 
failure to purchase motor vehicle liability policies . 
The dissenting members of the committee felt that such a 
requirement would not be justifiable . C5) 
PASSAGE OF THE LAW 
As a result of the Hargis committee's majority report 
on the proposed compulsory plan, the 1925 Legislature referred this 
matter to its Joint Judiciary Committee comprised of sixteen lawyers . 
This group immediately became the sponsor of a compulsory automobile 
liability insurance law probably on the theory that every judgment 
obtained in an automobile tort acti on would be satisfied. So it 
became a lawyer's bill. An ultimatum was issued by this lawyer's 
* Estimate qy Department of I nsurance in 1924. 
18 
committee to ailinsurance interests stating that if there was any 
opposition to the proposed law, a report would be submitted recom-
mending a monopolistic compulsory automobile liability insurance 
state fund bill . The res ult was a favorable report rendered on the 
proposed measure . In further support the Massachusetts Supreme 
Court gave an affirmative opinion concerning the law ' s constitution-
ality . (6 ) 
The stage had been set and the act waspassed . It became 
effective on January 1, 1927 and was known as Chapter 346 of the 
laws of 1925 entitled "An Act Requiring Owners of Certain Motor 
Vehicles and Trailers to Furnish Security for Their Civil Liability 
on Account of Personal· Injuries caused qy their Motor Vehicles and 
* Trailers . 11 Massachusetts became the first state to put such a 
measure into effect . 
FEATURES OF THE LAW 
The most important features of the law were its security 
requirements, the Board of Appeal it established, its administrative 
and rate making features , to whom and where it applied, the pro-
tection it provided, and its penalties for violation. These will be 
taken up in the order mentioned along with the Assigned Risk Plan, 
not a part of the original law, but an important aspect of the com-
pulsory system' s operation. 
~~ See Appendix A for selected sections of the Act . 
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Security Requirements 
The act is intended to guarantee a financial remedy for 
persons injured by others through the careless operation of a 
motor vehicle by the driver causing the injury . To this end, be-
fore an automobile can be registered in Massachusetts, the owner 
has to arrange for one of the following three forms of security: 
(1) A motor vehicle liability policy protecting against 
damages occuring upon the ways of the Commonwealth up 
to $5,000 for death or injury to one person in a~ one 
accident and up to $10,000 for death or injury to more 
than one person. in any one accident. As originally 
enacted, the law provided similar coverage for guest 
occupants of an automobile, but in 1936 t his provision 
* was removed from the act . 
(2) A motor vehicle liabili~ bond with the same limits 
and provisions as r equired in a motor vehicle liability 
policy . 
(3) A deposit of $5,000 in cash or marketable securities 
with the Divis ion of Highways in the Department of Public 
Works . (?) 
-l< A gues t occupant is any person in or upon entering into or alighting 
from a motor vehicle . This coverage was removed in an attempt to 
reduce the cost of compulsory insurance . 
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The policy is secured f r om a liability insurance company 
which gives a certificate of insurance t o the car owner indicating 
that it has issued such a poli cy . The bond is obtai ned from a 
surety compa~ which also gives a cer tificate i ndicating that a 
bond has been issued . When the r equir ed cash or securities have 
been deposited, a certificate is issued stating same . One of the 
certificates, whichever the owner chooses as evi dence of financial 
security, has to accompa~ the application for vehicle r egistration.* 
Board of Appeal 
Those who draf ted this legislation realized that b,y making 
evidence of financial responsibilit y a condition precedent to auto-
mobile registration, some ~e of safety valve must be pr ovided 
in instances where an i nsurance company or a sure~ compa~ refused 
to issue a policy or act as surety on a bond or where such a policy 
or bond alreaqy in effect was cancell ed . The Compulsory Law pro-
vided for an Appeal Board consis t i ng of three commissioners or their 
appointees who have the authori~, subjectio judicia l review by the 
Massachusetts Superior Court, to pass upon a refusal to issue or the 
** cancellation of a policy or bond . 
* Less than 2% of t he persons r equired by the eompulsory Law to 
give evidence of financial responsibili~ have done so by bond 
or cash and security deposits . Purchasing a motor vehicle liabil-
ity policy is the most convenient method . 
** The State Board of Appeal on Motor Vehicle Liability Policies 
and Bonds consists of the Insurance Commissioner, Registrar of 
Motor Vehicles, and the Attorney General or their representatives . 
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One of the first decisions of this Board was that every 
automobile driver in Massachusetts had a clean record as of January 1, 
1927, and no insurance company could refuse to insure or bond, or 
could cancel a policy or bond of any assured on any evidence except 
that which developed after the effective date of the law. 
Almost immediately there arose a question as to the consti-
tutionality of setting up an Appeal Board that could decide upon the 
question of compelling an insurance company or surety company to 
issue a policy or bond, or that could stop a cancellation. On this 
matter the Superior Court of the State of Massachusetts rendered 
its opinion that since an insurance or suret,y company that refused to issue 
a policy or sign a bond might drive one out of business or seriously 
impair his convenience, with sole reference to the use of public ways 
provided wholly at the expense of the government, there was consti-
tutional basis for legislative regulation to the end that no in-
justice might be done. (B) 
Administration, Rates , and Rate Making 
The act designates the State Commissioner of Insurance 
as the sole authority for administering the system, for setting the 
compulsory insurance rates, and for determining which rating systems 
and classifications to use. Section ll3Baf the compulsory law reads 
as follows : 
No company shall issue any motor vehicle liability policy 
or act as surety on aqr motor vehicle liability bond 
until it has filed with the Commissioner, in such 
form and detail as he may prescribe,the classifica-
tions of risks and a schedule of the premium charges 
which it proposes to use and charge in connection 
with the issue or execution of such policies or 
bonds, nor until such classifications have been 
approved by the Commissioner in writing as fair 
and reasonable and such premium charges have been 
approved in like manner as adequate, just,reasonable 
and non-discriminatory f or the classification to 
which th~ apply . The Com~issioner may approve or 
disapprove such classifications or schedule in 
whole or in part . The Commissioner , from time to 
time after due hearing and full investigation, may 
by written order modify, alter or revise such 
classifications or a~ part thereof or increase 
or decrease aey such premium charge , whenever he 
deems it proper, expedient or necessary. All such 
actions, orders, findings or decisions are subject 
to judicial review by the Supreme Judicial Court 
for the cf~ty of Suffolk in the state of Massa-
chusetts. ) 
The compulsory statute requires the Insurance Commissioner 
to hold a public hearing on rates for the coming year sometime 
between the date on which he announces them tentatively and the 
date on which he officially promulgates them. These hearings are 
meant to serve as quasi- judicial proceedings to assist the Commis-
sioner in determining his official compulsory rates . They provide 
an opportunity for the Insurance Department to present testimoey 
and exhibits in support of the proposed rates , with the insurance 
companies in turn presenting evidence to sustain whatever rates 
they feel are necessary . The general public has always been in-
vited to present its views and to give the Commissioner any pertinent 
testimoey to aid him in a final rate determination . 
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Although consideration has been given to individual 
insurance compaqy statistics, public sentiment, and even political 
pressure , the Insurance Department has for maqy years used an 
agency uponwhich it is almost entirely dependent for compulsory 
rating information. Known as the Massachusetts Automobile Rating 
and Accident Prevention Bureau, this agency was established in 1926 
by the casualt,r insurance companies of Massachusetts at the request 
of Insurance Commissioner Wesley Monk . Its function is to collect 
in orderly and accurate fashion the accident loss statistics necessary 
to provide both the Commissioner and the insurance companies with com-
plete and reliable data on which rates can be based . It operates 
under a Gover ning Committee of compaqy representatives, a Legal Com-
mittee which deals with matters i nvolving policies and endorsement 
forms, a Manual Committee to keep the companies advised of up-to-
date rules and procedures, and an Actuarial Committee which deals 
with methods to expedite the gathering and evaluation of statistics.(lO) 
Application of the Law 
The law applies to all citizens of Massachusetts who have 
automobiles to be registered. It does not apply to citizens of other 
states unless these non-residents have automobiles which, under the 
law, must be registered in Massachuset ts . This latter class is made 
up almost entirely of those who come into Massachusetts as summer 
r esidents. Therefore, for the most part, the law does not pertain to 
the out-of-state person, the non-resident, or , in general, the person 
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who operates in Massachusetts a car with license plates of another 
state. Also exempted from the requirement of financial responsibility 
under the law are vehicles m~ned by municipal bodies or public utili-
ties or street railways. Es timates indicate that the total number of 
these vehicles exempted from the compulsory l aw amounts to 45% of the 
..>~ 
automobiles on the ways of the Commonwealth. A 
Territorial Limits of the Law 
Because of constitutional limitations imposed upon the 
legislators who passed the compulsory law, a potentially large number 
of injured persons are without remedy under t his system. One limita-
tion referred to is that the legislature of one state has no right to 
pass a law concerning occurrences happening in another state. There-
fore, the compulsory law of Massachusetts gives no protection and 
can afford none to persons who may be injured outside of Massachusetts , 
even if they are hurt by Massachusetts cars. When we consider the 
great number of vehicles that cross our borders into other states, it 
is easy to visualize that many persons might be injured by Massachu-
setts automobiles without benefit of protection under this state's com-
pulsory law. 
Another constitutional limitation referred to has to do with 
the exercise of the police power .~-~ Laws like t he compulsory automo-
~< Estimated by the Department of Insurance, July, 1958. 
~H< Police power is the right of a sovereign body to pass laws for 
protection of the people within its jurisdiction. 
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bile liability security act are passed ~ virtue of this power. 
There were those in the state legislature, when the law was being 
considered, who did not believe that police power should extend so 
far as to permit the passage of a law concerning accidents occurring 
upon private property . For that reason, injury happening off the 
ways of the Commonwealth was not i ncluded for coverage under the statute. 
Therefore, persons hurt in garages and gasoline service stations, on 
private parking places ,on private ways, or upon the private propert,y 
of a person or corporation receive no protection under the compul-
sory act. 
Protection Under 1be Law 
1he purpose of the law is to protect persons who might be 
injured through no fault of their own but by the carelessness or 
negligence of an automobile driver . In other words, the injured 
part,y or parties has to prove that his or their negligence did not 
in any way contribute t o the loss . For example, suppose a pedestrian 
begins to cross an intersection on a green light but before he reaches 
the other side the light turns red . Let's further assume that a 
driver, travelling well in excess of the speed limit and on the wrong 
side of the road, serious~ injures this pedestrian. Technically 
the accident victim is not without fault and can, therefore, not 
claim against the reckless driver . Accidents which occur where con-
tributory negligence, no matter how slight, is involved are not covered 
~ the act. 
When the compulsory statute was passed in 1925, no class 
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of individuals was eoccluded from protection. However , in 1936 guest 
occupants of motor vehicles were eliminated and since that time an 
automobile owner has had to purchase "guest insurance" to cover him-
self against law suit by these peoplej~ The reason given for this 
change was the desire by the State Legislature to halt increasing co~ 
pulsory insurance charges. As we shall see, it has not had this 
effect . (ll) 
Termination of Protection 
Another feature of this Massachusetts act is that the motor 
vehicle liability insurance policy or bond must expire with the calen-
dar year no matter when it is written during the year. The obvious 
result has been that insurance people of this state handling compul-
sory automobile liability business are compelled to do the great bulk 
of their work in a few months . Also , the registry of motor vehicles 
officials who check insurance certification must undergo an enormous 
administrative burden at the end of each year . The added expense of 
handling a peak load has been passed on to the policyholders and the 
tax-paying public . 
Should an insurance or surety company desire to cancel a 
compulsory policy or bond it must give twenty days notice with reasons 
* Gues t insurance coverage protects an automobile driver from law 
suit by occupants of his car because of injury they might suffer 
as a result of his negligent motor vehicle operation. 
-~-)', See "Expenses of Administration" in Analysis Chart at end of 
this chapter . 
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both to the insured and to the Registrar of Motor Vehicles . If it 
does not wish to renew compulsory coverage, it must issue to the 
insured a notice of intent not to renew qy November 15 for the 
succeeding year. Both of these actions are reviewable by the Board 
of Appeal as previously discussed . 
Penalties 
Operation of a motor vehicle by any person who is required 
t 'o furnish proof of financial security but who has not done so is 
punishable by a fine of not less than $100 nor more than $500 or by 
i~prisonment for one year . 
Assigned Risk Plan 
Although the Massachusetts Motor Vehicle Assigned Risk 
Plan was not included in the Compulsory Law, it has been such an 
integral part of the system that an explanation of it is essential 
to an understanding of the act's operation. 
Formed voluntarily by the ins urance companies in 1939, 
the plan 's status was changed from voluntary to statutory in 1953 
with the enactment of the Hi ghway Safety Act . Today in 1959 its 
membership exceeds 59, 000. Motorists who are regarded by underwriters 
as s ubstandard or borderline risks usually are issued insurance 
through this organization whose purpose is twofold: 
1 . To make insurance available to motorists who in 
good faith are entitled to coverage but are unable to 
obtain it through ordinary channels because their 
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previous records are so poor that no company will 
voluntarily insure them. 
2. To provide for fair and equitable apportionment of 
these risks among all companies engaged in the compul-
sory business . ~-
Although this plan officially came into being in 
November of 1939, its desirabilit,y as a means of facilitating the 
handling of business and providing better public service mani-
fested itself a year earlier . In December of 1938 two companies 
specializing exclusively in automobile insurance went bankrupt . 
The established companies worked out an emergency plan to provide 
coverage for the thousands of car owners left high and ~ by the 
defunct concerns . This was the beginning of the Assigned Risk 
Plan. (l2 ) 
by law 
Originally the Plan provided only the coverage required 
i . e ., $5,000 bodily injury to one person, $10,000 bodily 
injury to more than one person in any one accident . Only those per-
sons who had been refused insurance qy three companies upon written 
application to them or who had been refusedrenewal qy two others 
besides the previous carrier were entitled to assignment . Eligi-
bility was and still is denied those who during the previous five 
->~ The quota of risks assigned to a company is based upon the com-
pulsory premium volume of that compa~ for the first six months 
of the preceding calendar year . 
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years had been convicted more than once of driving under the influence 
of alcohol; failing to stop and report an accident in which they were 
involved; committing homicide or assault growing out of an accident; 
driving recklessly or at excessive speeds; or of operating on a sus-
pended license, without license, or permitting another unlicensed 
person to operate a car illegally . (l3) 
The big problem the Assigned Risk Plan faced at its inception 
was that of getting the voluntary cooperation of all companies writing 
automobile compulsory coverage in this state. Some felt that the 
Plan infringed upon t heir right of free choice as to whom they would 
and would not insure. But the fear of state government intervention 
caused all companies concerned to go along with this method of taking 
care of the unacceptable risk . 
In 19~6 coverages that could be purchased by a Plan member 
were extended to include guest , extra-territorial and $5,000 of pro-
t'-perty damage insurance . ' The reason behind this change was a hoped 
for reduction in the ratio of losses incurred to premium volume 
written by including these additional lines. But the experience 
of Plan members got worse instead of better and from 1945-1953 the 
loss ratio of this group of risks avera ged 170%.Cl4) 
In 1953 the State Legis lature, fearing that poor experience 
might cause t his voluntary arrangement to be dissolved, passed 
* Extra-territorial coverage is insurance off the public ways of 
the Commonwealth of Massachusetts . 
-lH~ loss ratio. 
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the Highway Safety Act wmch contained provision for a statutory 
Assigned Risk Plan. Eligibility was extended to include an applicant 
who had been refused insurance by only one company . As long as he 
made no misstatement in his application, he could be assigned to a 
company, his registration blank certified and he could obtain his 
license plate~.(l5) 
One other aspect of the Assigned Risk system that should 
be mentioned is that of encouraging companies to renew existing 
cusiness and to solicit new business on their own. Under Massachusetts 
law any company may be relieved of renewing a motorist's insurance 
for the ensuing year provided it issues a notice of its intention 
not to renew by November 15th. To discourage this practice , any 
company issuing a notice of intent not to renew receives in return 
an assignment of a similar notice from another company plus a 10% 
penalty . For every ten risks to whom a company issues notices of 
intent not to renew, it receives back eleven assigned risks, and 
these are in addition to the number of assignments that would other-
wise be apportioned to the company. To induce companies to accept 
new business, or a risk who was not insured the previous year, any 
company accepting a new business risk directly receives a credit in 
lieu of an assignment otherwise attributable to it . T:his arrangement 
has worked effectively and in the last three years about 60,000 
"credit" risks were written voluntarily . (16) 
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ANALYSIS, CO:l4PARISON AND REVIEW 
'Ihe Massachusetts compulsory motor vehicle liability law 
is one of only three s uch laws in effect in the United States today. 
In 1957 both New York and North Carolina passed compulsory statutes 
some thirty years after they had had an opportunity to witness the 
.[assachusetts system in operation.* In all three states these laws 
were enacted primarily in an effort to provide the automobile acci-
dent victim with guarantee of financial redress against a negligent 
motor vehicle operator. 
Although all of the acts are basically similar, th~ do 
differ in certain important respects . As a means of reviewing the 
Massachusetts law and to point up their similarities and dif ferences 
the following comparison is pres ented : 
* North Carolina Act automatically expires on May 15, 1961 unless 
renewed by state's legislature . Purpose is to see how well the 
act goes before installing it permanently, or until repealed. 
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3. POLICY 
4. TERMINA-
TION AND 
REGIS 'IRA TION 
5. PROOF OF 
INSURANCE 
6. NOTICE 
OH' CANCEL-
LATION OR 
TERMINATION 
OF r TS URANCE 
Absolute policy. 
Violation of terms 
by insured does 
not relieve in-
surance or surety 
compaey. 
All policies co-
terminous with 
registration which 
automatically ex-
pires on December 
31st. 
Certificate of in-
surance, bond, or 
cash or security 
deposit . 
20 days notice of 
cancellation, with 
reasons, required 
to insured and Re-
gistrar of ~.~otor 
Vehicles . Notice 
of intent not to 
renew must be gi-
ven by insurer be-
fore November 16. 
Cancellation or re-
f usal to renew re-
viewable by Board 
of Appeal. 
Standard provi-
sion policy with 
usual r ules and 
requirements . 
Vi olations may 
relieve compaey . 
Policy need not 
be coterminous 
with registration 
which may expire 
at any time du-
r ing the year . 
Certificate of 
insurance, but 
after first 
year, upon r e-
newal .of re-
gistration, 
statement by 
applicant tha t 
policy is in 
effect is ac-
ceptable . 
10 days notice 
to insured re-
quired upon can-
cellation or 
failure to re-
new by insurer . 
Upon termina-
tion by cancel-
lation or fail-
ure to renew, 
notice must be 
filed with the 
Commissioner of 
Ins urance by the 
insurer within 
30 days after ef-
fective date . 
Absolute policy . 
Violation of terms 
does not r elieve 
insurance or 
surety compaey . 
Policy need not 
be coterminous 
with r egistration 
which may expire 
at any time du-
ring the year • 
Certificate of 
insurance, bond, 
cash . or security 
deposit or quali-
fication as self 
insurer by any 
person in whose 
name more than 25 
motor vehicles 
are registered . 
15 days notice of 
cancellation to 
insured with state-
ment that proof 
of financial res-
ponsibility must 
be maintained con-
tinuous ly. 15 
days following 
effective date 
of cancellation 
or termination 
notice must be 
mailed by insurer 
to Commissioner 
of Motor Vehicles . 
7. EXPENSFS 
OF ADMINIS-
'IRATION 
8 • PENAL TIES 
9 . RATE 
MAKING 
Paid out of the 
general funds of 
the Commonwealth 
Operation without 
req ired proof of 
security is punish-
able by fine of 
$100 to $500 or 
imprisonment for 
one year . 
By Insurance 
Commissioner 
Assessed against 
i nsurers . 
Operation without 
required proof 
of security re-
sults in revoca-
tion of motor 
vehicle registra-
tion and is punish-
able by fine of 
$100 to ~1000 and 
impris onment for 
one year . 
By' insur-ers . 
Paid out of the 
general funds 
of the state. 
Operation without 
required proof of 
security is pun-
ishable by fine 
of $10 to $50 or 
imprisonment not 
exceeding thirty 
days . 
By insurers . 
Sources: 'Ihe First Thirty Years - Association of Casualty and 
Surety Companies Serving Massachusetts , 1959 . pp 48 
and 49 . 
General Statutes of the State of North Carolina -
Articles 9A and 13 , Chapter 20- 309 to 20- 319 . 1957 . 
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REQUIRE}Ji:ENTS OF THE MASSACHUSET'IS, NEVf YORK AND NOR TH CAROLINA 
COMPULSORY HOTOR VEHICLE FINANCIAL SECURITY AC'IS 
l. MO'IORIS'IS 
SUBJECT 'IO 
REQUIREMEN'IS 
2. COVERAGE 
REQUIRED 
HASSACHUSET'IS 
All owners of mo-
tor vehicles re-
gistered in the 
state except for 
municipal-owned 
and public corp-
oration- owned veh-
icles . A non- resi-
dent can drive in 
t he state for the 
same period a 
~assachusetts re-
sident could in 
his home state 
without insurance 
up to 30 days . 
For longer per-
iods he must 
carry the equi-
valent of the 
Massachusetts 
Compulsory Insu-
rance policy . 
Bodily injury -
limits of $5000 
any one person, 
$10,000 aey one 
accident . Cover-
age to apply only 
on the public 
ways of the state. 
Gues t coverage 
is excluded . 
NEVf YORK 
All owner s of mo-
tor vehicles re-
gistered in the 
state and all 
owners and oper-
ators of motor 
vehicles used in 
the state, resi-
dent and non-
resident . 
Bodily injury -
limits of $10, 000 
any one person, 
$20,000 any one 
accident . 
Property damage 
limits of $5000 
aey one accident. 
Coverage to ap-
ply aeywhere with-
in the United 
States and Canada. 
Gues t coverage 
is included 
NORTH CAROLINA 
All owners of mo-
tor vehicles re-
gistered in the 
state except for 
municipal-owned 
vehicles and vehi-
cles required to 
give evidence of 
financial respon-
sibility to the 
North Carolina 
Utilities Commis-
sion or the Inter-
state Commerce 
Commission. 
Bodily injury -
limits of $5000 
aey one person, 
$10, 000 any one 
accident . 
Property damage 
limits of $5000 
any one accident . 
Coverage to apply 
anywhere vii thin 
the state of North 
Carolina . 
Q1,1est covera .P 
is ~; 1~luded 
CHAPTER 2 
COS 'IS AND RELATED 1~ TTERS 
COMPULSORY RATE MAKING PROCEDURE 
Since the compulsory insurance law became effective, 
nearly all of t he contention that has arisen over the system that 
the law established has been focused on the compulsory rates set 
by the Instrrance Commissioner . Almost every year has seen a rate 
hike protested qy the motoring public whose feeling is that the 
cost of i nsurance they are required to buy is much too high, and 
by the insurance companies who insist that the small rate "increases 
allowed are grossly inadequate . It is common knowledge that auto-
mobile accidents have risen at an especially alarming rate in the 
last decade . At the same time , the cost of satisfying accident 
claims has gone up even to a greater extent due to inflation which 
has driven up hospital and medical costs , wages to injured employees, 
and every other element that goes into a claim. 7~ Therefore , since 
both the number of claims and the cost of claims has increased 
consistently, it is little wonder that compulsory rates have contin-
ued to go upward . 
-l< See discussion of hospital and medical costs in this chapter . 
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Collection of Data 
The statute requires with resoect to rate making tha t 
the Corrnnissioner "fix and establish fair and reasonable classifi-
cations of risks, and adquate, just, reasonable, and non- discrimina-
tory premium char ges . " As I have already pointed out, the Commis-
sioner has complete and absolute power to set rates for compuls ory 
insurance . The insurance companies annually recommend what th~ 
believe the rates should be, but they have no official voice in the 
matter . 
The basis for compulsory r ates are the statistics of 
claims and expenses recently incurr ed . In Chapter I , I mentioned 
that the primary responsibilit.Y for collecting the necessary data 
lies with the Massachusetts Automobile Rating and Accident Pre-
vention Bureau, but this is not the only s ource re l ied upon. 
Actually the Commissioner of Insurance accumulates through the 
Rating Bureau a complete record of every policy written and the 
accident loss experience incurred under such policies by all com-
panies writing compulsory insurance in the Commornvealth . Then he 
checks the accuracy of these statisti cs by sending examiners into 
the claim departments of all the companies to review the files on 
each claim and to determine whether the amounts of paid and out-
standing claims correspond to the amounts reported ~ the Rating 
Bureau. These examiners must also make sure that each claim 
has been properly class ified by the insurance compa~ as a 
compulsory claim and charged to the appropriate rating terri-
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* tory. Next, the Commissioner obtains direct~ from the companies 
each year the various types of expenses incurred by them on compul-
sory insurance exclusively, as well as on other bodily injury lines. 
Finally, an evaluation and interpretation of both claim losses and 
expenses is made . This is done qy the actuarial staff of the Di-
vision of Insurance under the supervision of a Depu~ Commissioner 
and is essential in weighing developments of accident loss experience 
so that the figures may be used as guides in setting "adequate, just, 
reasonable and non- discriminatory" rates for the following year . 
As a preliminary to gathering accident loss statistics, 
the Commissioner promulgates what is called a statistical plan 
s etting forth the t,ype of data he wants from the companies and also 
the manner in which he wants such data compiled. For example, in 
December of 1957 he directed the companies to forward to him in 1958 
through the Rating Bureau, a record of every compulsory policy written 
by each company, a long with other information such as type of vehi-
cle covered by the policy, place of garaging, and in the case of a 
private passenger car its classification as to age of driver and use . 
These data had to be reported within 30 days after the close of 
each month . 
In addition, the companies are required to make monthly 
reports through the Bureauon payments made on claims incurred during 
~~ See "Rating Territories" this Chapter for detailed explanation. 
36 
the last ten policy years. Outstanding claims for the most re-
cently expired policy year are required to be reported to the Bureau 
as of March 31, and the estimated reserve on each claim must not 
have been valued by the companies before this date . Also, outstanding 
claims for the nine prior policy years are reported after December 31 
of the most recently expired policy year . The estimated reserve on 
each of these claims must not have been valued before that date. 
This information is listed on individual coded punch cards 
and when the cards reach the Bureau they are fed through I :ffi.i machines 
and classified to provide totals on manY t,ypes of statistical data, 
all relating to the accident loss experience of specific classes 
of vehicles, such as private passenger cars, commercial vehicles, 
taxi cabs, buses, motorcycles, etc . Through this mechanical pro-
cessing, the Commissioner may be supplied with the following informa-
tion as prescribed in his statistical plan: 
1 . The combined accident loss experience of all cars in 
each city and town in Massachusetts. For each community 
there is listed the total number of cars insured on a 
full twelve month basis , the total dollar amount of com-
pulsory premiums received by the companies from the 
owners of such cars, claim losses incurred by the com-
panies on these cars, compulsory claims caused throughout 
the state qy cars insured in the communit,r, freq uency of 
such claims per 100 cars insured, average cost of each 
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claim, the average claim loss per car insured in each 
community, and the amount of the premium dollar received 
from car owners in each community that must be used to 
pay claims. All of this information is listed for the 
five most recent years combined, and for the two most 
recent years combined • 
. 
2. The combined accident loss experience of cities and 
towns qy rating territories . 
3. The combined accident loss experience of all private 
passenger cars insured in Massachusetts. 
4. Classification exper ience on a statewide basis and 
qy rating territories . These data list experience for 
the most recent year and for combinations of years in 
each risk classification established qy the Commissioner.* 
The statistics set forth the number of cars insured on 
a twelve month basis in each classification and provide 
a comparison of the accident loss experience of under 25 
driver's cars, cars used principally for business, and 
cars without under 25 drivers and not used for business, 
particularly with respect to relative claim frequencies 
and losses . 
~- See "Risk Classification" this Chapter for further explanation. 
5. Classification experience for all cars in the 
Assigned Risk Plan. (l?) 
These are the ~es of data the Commissioner's statistical plan re-
quires the companies to furnish via the Rating Bureau. Frequently, 
the Commissioner or his actuarial staff request additional specific 
information to aid in promulgating a compulsory rate. 
Verifying Collected Data 
Just as the work of accumulating these accident loss 
statistics goes on throughout the year, the task of checking com-
pany claim files to verify the data flmving through the Bureau is 
carried out on a year round basis by the staff of the examination 
section of the Division of Insurance . The examiners check every 
paid arrl outstanding claim on file with the companies , and they also 
check the reserves which the companies have established on outstanding 
claims . The purpose of all this is to provide the Commissioner with 
the most accurate claim loss statistics obtainable . 
In addition to verifying the amounts of paid claims and 
the amounts of reserves on outstanding claims to make sure they 
correspond with the amounts recorded b,y the Bureau, the examiners 
must make sure that each claim has been properly classified under 
compulsory insurance and is not in reality a claim which should 
have been charged to other bodily injury lines such as extra-terri-
torial, guest coverage or excess limits. If the cla~ checks out as 
to amount and proper classification, the examiner must then determine 
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that the loss has been charged to the proper city or town. He must 
keep work sheets on which errors are recorded . Corrections are 
then made both in the company files and at the Rating Bureau. 
Over the years, the number of mistakes found has not been 
considered i ntentional or excessive . Speaking about the data he 
received, Commissioner Joseph A. Humphreys , appearing before the 
State Legislature in July of 1957, testified that the results of 
constant checking by his examiners had convinced him that the com-
pany-run Rating Bureau ' s statistics were completely accurate . He 
further said that he had experienced no difficulty at any time in 
obtaining any type of statistical data from this or ganization. (lS) 
EXAMINATION OF COMPULSORY CLAllliS 
Over the years Massachusetts compulsory claim frequency 
has compared very poorly with that of other states .* In fact , this 
frequency has been the highest in the entire country, exceeding New 
York state, second highest in the country, by 33 .3%. On a local 
basis, Boston's claim frequency exceeds New York City's b,y more 
~H~ 
than 50%'." Conversely, Massachusetts compulsory claim. severity has 
->~ Claim frequency is the number of accidents per 100 cars in-
sured . 
-::-l~ The statistical data on claim frequency and severity was obtained 
from the National Bureau of Casualty Underwriters and from the 
Mutual Insurance Rating Bureau, unless otherwise noted . 
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* for many years been the lowest in the country. For the period 1954-
1959 severity averaged almost 5% less than that of North Carolina, 
~H~ 
the next lowest state in this respect . 
The reason for this situation is significant. Under the 
high ~assachusetts claim frequency, the ratio of minor personal in-
jury claims in the $100- $200 class is far greater than in all other 
states . It is the number of claims in this category which is mainly 
responsible for high compulsory insurance costs . At the same time 
these claims serve to depress average claim costs to the lowest 
level in the country . Obviously, if average Massachusetts claim 
costs were to approach the national average with the same frequency 
as we nm~ have, compulsory rates would have to be much higher than 
~~<* 
they are at present . 
* Claim severity is the average claim cost per automobile accident 
victim. 
-~~ North Carolina 's claim frequency has consistently been one of the 
nation ' s highest . 
~HH~ National claim severity average is about 15% higher than Massachu-
setts. 
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II. 
MASSACHUSETTS COMPULSORY CLAIM FREQUENCY AND SEVERI'IY 
POLICY CLAIM LOSSES NO . Of CLAirii AVERAGE 
YEAR I NCURRED CLAIMS FRE- CLAD/1 
QUENCY COST 
.1951 $26,278, 849 67,203 6.6 $391 
1952 27,483,765 67,679 6.4 406 
1953 28,366,303 66,195 6.1 429 
1954 31,298,309 68,190 6.0 459 
1955 37,988,644 77,122 6.3 493 
1956 45,600,053 87,186 6.8 523 
1957 52,064,602 92,939 7.0 560 
1958 52,787,184 92,951 6.9 568 
Source: The First Thirty Years. Casualty Insurance 
Companies Serving Massachusetts (Booklet). 
Chapter 4, P• 22 . 
The table illustrates that while claim frequency has behaved 
erratically, claim severity has increased each year.~~ In large 
measure this increase has been due to the rising cost of claim 
elements and price levels in generaL Far the period 1938-1958 
living costs throughout the country went up an average of 105%. 
During this period the cost of a new car rose 125%, r ent 60%, 
~~ The decrease in claim frequency between 1952-1955 was due primarily 
to two factors: 
1. Extremely tight automobile liability insurance market . 
2. Merit rating effective in 1954 and 1955. 
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food 151%, household appliances 33%, doctor fees 84%, and hospital 
costs which eclipsed almost everything else rose 300%. (l9) 
Over the last ten years medical care expenses have risen 
about 45%, while cost of living averages show a 20% increase for the 
*(20) 
same period. The following chart gives a graphic illustration 
of this upward trend: 
I 
CONSUMER PRICE INDEX AND MEDICAL CARE I NDEXES 
1947-1949 = 100 
-220 220 
200 HOSPITAL RATES 200 
180 -~-- ---- ~- 180 I NDEX 160 160 
140 ~ - - {DICAL CARE A~ ~R~GS. . 140 
, . ' . ' 
. . . . .. . . . . . 
. 
120 ~PHYSICIAN'S FEES 120 
I_ , I I I .,_ -+ - 1 I 
1949 1950 1951 1952 1953 1954 1955 1956 1957 1958 
YEARS 
Source: U. S. Bureau of Labor Statistics, U. S. Department of Labor 
Report - 1959. 
* Medical care expenses include hospital costs, doctor's and nurse's 
fees, drugs, etc. 
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I NDEX 
One other element that has affected average claim cost 
has been employee wages . An injured person seeks reimbursement not 
only for medical expenses but also for income t hat cannot be earned 
after an automobile accident . 
The follow ; ng table shows average wage and salary increases 
of 66% since 1949 : 
III . 
AVERAGE ANNUAL WAGE AND SALARY PAYMEN'IS 
IN ALL PRIVATE INDUSTRY 
YEAR SALARY AND WAGES 
1949 $2,849 
1950 3, 006 
1951 3,255 
1952 3,444 
1953 3,632 
1954 3,707 
1955 3, 876 
1956 4,066 
1957 4,238 
1958 4,348 
Source : The Economic Almanac - 1960. National Industrial Con-
ference Board, Inc . pp . 296- 297 . 
The trend of intangible claim components such as pain 
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and conscious suffering awards cannot be easily measured although 
they certainly affect average claim costs . It's doubtful that they 
have been going down while all the other items have been going up. 
At any rate, the overall effect of all elements combined has caused 
an increase in Massachusetts claim severi~ each year for the last 
number of years . 
Spurious Claims 
Since claim frequency in Massachusetts is so high, the 
question arises as to whether or not rna~ claims are exaggerated 
and unwarranted, or even fradulent . There is little doubt that a 
high degree of claim consciousness exists here simply because all 
motorists are compelled to carry liability insurance on their vehi-
cles . Frequency runs lower in other states because persons involved 
in accidents have no way of knowing whether or not a car owner is 
insured . Under the Massachusetts compulsory system, however, it is 
common knowledge that every car owner in the Commonwealth is insured 
at least up to limits of $5 , 000/$10, 000 for bodily injury. 
This problem of claim consciousness was recognized as 
far back as 1926 when Insurance Commissioner Monk made the following 
statement: 
If , as some believe, fraudulent or excessive claims 
will be extensively imposed on the companies; if, 
as others apprehend, juries indiscriminately will 
render verdicts in favor of the plaintiff solely 
because the defendant is insured, or if they will 
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award exorbitant damages on the popular theory that 
the companies have plenty of money and can afford 
it, and it thereby happens that the companies are 
required to disburse for claims an amount in ex-
cess of the estimates thereof which have been made, 
the automobile owners , let it be understood, and 
not the companies, will inevitably pay the ensuing 
augmented costs through increased premium charges . 
They and they alone will(pay the cost of carrying 
insurance under the law. 21 ) 
The developments against which Commissioner Monk sounded a warning 
have taken place almost with the inception of the compulsory law. 
This is no reflection on the moral standards of Massachusetts 
residents but is rather a res ult of public misunderstanding and 
characteristics of the law itself . MaQY people involved in ac-
cidents seem to have the impression that all they have to do is to 
go to some insurance company and collect . The requirement that 
liability must be proved before a claim for damages can be sus-
tained is not firmly established in the public 's conception of the 
law. Many think that universal compensation should be made avail-
able to all. 
Another notewort~ area in the Massachusetts claim picture 
is that of the phoQY claim. A phoQY claim can be either one which 
is entirely fraudulent because it never took place, or it can mean 
a claim wherein the actual extent of injury is magnified in an 
attempt to obtain a financial settlement in excess of what is war-
~anted . It can also be an instance in which an occupant of a· car 
involved in an accident who has not been injured at all will file 
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a claim in any event claiming that he was "shaken up" or that he 
received a back injury . But no matter what type it is, the element 
of fraud is present . 
Actually, claims based on outright fraud have been in-
significant and have had little influence on insurance rates. Claim~ 
based on exaggerated or imaginary injuries, though, have exerted some 
influence on the rising cost of insurance. Many people feel that 
the insurance companies themselves are responsible for this situation. 
Some say that the companies have been overly exacting in their settle-
ment attempts, thereqy forcing large numbers of legitimate claimants 
to bring suit. Others insist that the companies are too liberal in 
their disposition of claims and too readily pay so-called "nuisance" 
claims instead of fighting them. The degree to which either of these 
two lines of reasoning is correct is difficult to determine . Neither 
have basis in actual fact. 
On the subject of fraudulent claims, former Registrar of 
Motor Vehicles Rudolph R. King, appearing before the State Legis-
lature in November of 1957, cited the reason why, in his opinion, 
the number of persons reporting injuries to the Massachusetts Regis-
try of Motor Vehicles was so exceptionally high and why there was 
.>~ 
a constant and sizeable increase each year." He contended that an 
* Massachusetts law requires the reporting of persons injured in 
motor accidents to the rlegis try of Motor Vehicles. 
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undetermined number of persons, although unhurt in an accident, 
nevertheless reported themselves to the Regis~ as having been 
injured to substantiate, at least to some extent, a claim for 
personal injury . As supporting information, Mr . King told of a 
survey conducted by the Registry of Motor Vehicles, the Massachusetts 
Department of Public Works and the U. S . Bureau of Public Roads in 
1954 to determine the total economic cost of automobile accidents . 
This survey consisted of a house- to-house canvas of 8000 Massachu-
setts residents reported as injured in motoring accidents during 
1953 . Personal interviews with claimants disclosed many cases of 
dishonesty and pointed up the fact that in 1953 better than 60% 
of all personal injury claims were of the "nuisance 11 type and 
were settled for less than $400 . 00 . (22) 
Efforts to Combat Fraudulent Claims 
For many years there has been an honest effort to combat 
the type of claim we have been discussing. In 1931, following dis-
closure of a number of claim abuses and other dishonest practices, 
the insurance industry formed a citizen's committee representing 
the ~r Association, the medical profession, the Boston Chamber of 
Commerce and other groups to consider the problem. Out of ~his group 
came the establishment of the Massachusetts Claim Investigation Com-
mittee, staffed by professional investigators and maintained b,y the 
insurance companies . This group works with a facility called the 
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Index Bureau, Inc . As soon as an automobile liabilit.y claim is 
received by an insurance company, a report is made to the Index 
Bureau giving details including the name and address of the claimant 
and also the names of the lawyer and doctor in the case, if a~. 
The Bureau sends to the insurance company involved and the Claim 
Investigation Committee a full record of information on the claimant, 
listing every claim he previously may have had . In this way a com-
plete record is kept on claimants , their lawyers and doctors . A 
person becomes classed a "chronic claimant" when he has filed five 
claims over any period of time . His name and complete history is 
sent out to all insurance compa~ claim departments to put them on 
guard against any addi tional claims by him. The "chronic claimant" 
is immediately placed on surveillance qy all companies and is re-
quired to go to court to resolve any claims he might bring in the 
future . 
Another means of defense against fraudulent claim prac-
tices is found in insurance company claim departments themselves . 
In instances where ther e is the slightest suspicion of treachery 
involving a claim, notification is made to the Claim Investigation 
Committee . Investigators are assigned to interview witnesses, re-
view circumstances , check files, etc . for information. If there is 
suspicion of fraud turned up by this investigation, the i nsurance 
compa~ involved is so advised and recommendation is made that pay-
ment be resisted as strenuously as possible . If definite evidence 
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of fraud is found, prosecution usually follows . 
In 1958, approximately 400 cases of suspected fraud were 
forwarded to the Cla im Committee for action . This amounted to ap-
proximately ! of 1% of compulsory insurance claims filed for the 
year . It is interesting to note that for the 28 years this or gani-
zation has been in operati on 10 major fraudulent claim rings have 
been broken, 41 lawyers have been disbarred or otherwise disciplined, 
and an undetermined number of physicians have had their licenses 
suspended or revoked . In every case thes e lawyers and physicians 
were found guilty of aiding and abetting fraudulent compulsory 
claims.C 23) 
In November of 1957 Judge Frederic A. Crafts , supervising 
counsel of the Massachusetts Claim Investigation Committee, made 
some interesting observations in testimony he gave before a State 
Legislative Committee established for the purpose of reviewing the 
operation of the Massachusetts compulsory automobile insurance 
system. He said that the number of outright fraudulent compulsory 
claims is relatively inconsequential and that the companies actively 
and s uccessfully resist actual f r aud whenever it is detected . It 
stands to reas on that no insurance company wants to pay out mon~ 
that it does not have to . If it did, it would soon be out of busi-
ness . 
The extent to which compulsory claims are magnified and 
the extent to which companies may or may not be successful in re-
sisting this sort of activity i s uncertain. Belief is that this 
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type of claim is substantial and that it does effect the cost of 
compulsory insurance . The trouble lies in determining just which 
claims are not entirely accurate . This :is of ten a very difficult 
t hing to do since many claims involve at least s ome el ements tha t 
cannot be r eadily proved or disproved . 
Perhaps an ex:ample of a rather typical exaggera ted case 
will point up what I mean. Let ' s assume that a woman who has been 
involved in a motor vehicle accident enters a $1000 claim for bodily 
injury through her att orney. The company feels that the claim is 
worth only $400 assuming that there is no question of liability in-
volved . Now the adjuster will try to effect a settlement, but the 
claimant will accept nothing less than $1000~ Final ly, rather than 
go to court, the attorney advises his client to accept $850 and she 
agrees . 1be r esponsibility then r ests wi th the company claims man 
as to whether he should stick to his $400 fi gure or pay $450 more 
than he feels the case is worth . The probabilities have to be weighed 
should the case go to court. The claimant has an experienced lawyer 
and a pres umably r eputable doctor who will testify under oa th t hat 
the claimant s uffered a painful shoulder injury which kept her from 
work for ten days while he made six visits to her home to treat her . 
In addition, there are two other women who witnessed the a ccident 
and will testify to visiting the claimant while she was confined to 
her home . In eval uating thes e considerations, the possibility that 
a jury verdict in excess of $1000 might be r endered should the case 
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go to court has to be considered . 
What should the adjuster do? Be may have strong suspicion 
that this claim has been exaggerated, but how can he prove it? 
Frankly, he cannot . Undoubtedly he will settle the case out of court 
for $850 for he must think of the best interests of his compaqy . 
Many peoplewould argue that the companies should carry 
all such cases to court on the theory that if this were done, there 
would be far fewer questionable claims. But this is not feasible. 
First of all, there are not nearly enough courtrooms in Massachusetts 
to handle the greatly increased volume of cases that would res~lt. 
Second, the congestion of cases would be such that it would require 
a waiting period of many years before going to trial . This would 
lead to difficulty because of death or other inabilit,y to produce 
witnesses and also because of the problem of r ecreating facts 
dimmed by the passage of time . Third, the cost of defending so 
maqy suits would be very hi ft • Fourth, past performance has in-
dicated that more often than not , companies are required t o pay 
larger amounts by jury verdict than they would have had t o pay if 
settlement had been made out of court . Of course it is difficult 
to present figur es to substantiate this statement since 98% of all claims 
never reach ' the courtroom. But in more than half the cases that 
the companies have decided to fight, they have wound up paying more 
than they would have otherwise . 
The problem of spurious claims is delicate and not one 
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that's easy to handle. Always lurking in the background is the 
company's contractual obligation to pay for damage for which its 
policyholder is legally responsible . It must be caref1.ll not to 
violate this agreement. 
RESERVES 
Reserves for unpaid losses are a vital aspect of compulsory 
automobile insurance rate making. As soon as a bodily injury liabil-
ity claim is received qy an insurance company, it is examined for 
its validi~ and extent of liability. Once these requirements have 
been established, a claim man makes an evaluation of what it will 
cost the company for settlement and a reserve is set up for the de-
termined amount . The value of these reserves on outstanding or un-
paid claims is included with paid claims as total losses incurred 
when the Commissioner proceeds to establish his compulsory rates . 
Use of Judgment 
Since it is impossible to calculate with mathematical 
precision the amount for which a bodily injury claim may ultimately 
be settled, judgment and experience must be relied upon in estimating 
reserve values . Some people feel that insurance companies purposely 
overstate these figures in an attempt to obtain higher rates from 
the Commissioner. This contention seems to have little validi~ 
since a company that consistently overstated its reserves in order 
to present an unfavorable underwriting picture would be subjected 
53 
to a searching inquiry by the Division of Insurance and the company's 
own board of directors. If a company should take to understating 
its reserves, it might find itself in the unenviable position of 
having insufficient assets to cover its claims. Therefore, it seems 
that neither of these practices can be followed by a company for 
any length of time. 
Although the methods used by companies to set reserves 
vary due to differing ~pes of operation, in general amounts set 
aside are determined by experienced claim examiners and are reviewed 
periodically with new valuations being made if warranted by additional 
inforrna tion. In most companies, the claim department manager checks 
the larger cases to see whether the ultimate cost may prove in ex-
cess of what appears on routine examination to be the normally ex-
pected loss value. 
The value of the reserve set up on each outstanding claim 
is reported to the Insurance Commissioner through the Rating Bureau 
on March 31, following the most recent year of experience, and on 
December 31 for each other prior year. Changes of value in sub-
sequent payments are analyzed over a ten year period of reporting. 
Compaqr methods of handling reserves, together with the 
actual amount of each res erve , are checked by examiners of the Di-
vision of I nsurance annually in the offices of the companies. I 
have alre~dy noted that every paid and outstanding claim is checked 
to make certain that it is a compulsory claim and not assignable to 
any other line of automobile coverage, and also to determine that 
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it has been char ged to the proper rating territory and appropriate 
class of vehicle. 
Prior to 1953, Insurance Department examiners applied 
their judgment against that of the companies in setting reserves. 
Examiners often consulted wi th claim department heads when the es-
tablished amount of reserve was open to ques tion. Us ually, any re-
vision was made by agreement, and if no agreement could be r eached, 
the examiner 's figure would be the one used for rate making purposes . 
This practice was discontinued, however, because it was found that 
through scientific analysis it was possible to estimate a year's 
total incurred losses to within i of 1% of complete accuracy over 
a ten year period qy which time presumably all claims would have 
been paid. ~ using experience of the past in observing how claim 
reserves have ultimately been converted into claims actually paid 
it has been possible to adjust any over-reserving or under-reserving 
in the loss figures of the period being used as a basis for fixing 
rates . Therefor e , even if reserves had been intentionally mis-
stated, they would be corrected qy Insurance Division actuaries 
before being used in the calculation of compulsory rates . C24) 
Income on Investment 
Another question to be considered with r espect to reserves 
is whether or not insurance companies rea~ ize any sizeable income 
fr om investments on that porti on of the compulsory premium which 
they are able to retain until it becomes necessary t o pay claims 
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and meet operating expenses . If they do, the next point that comes 
to mind is whether or not such income is considered when compulsory 
rates are made. 
The fact is that in most years since 1927, and narticularly 
in the last ten years, companies have notbeen able to invest any 
appreciable portion of their compulsory premiums because in these 
years actual claim losses incurred have exceeded the amounts pro-
vided in the Commissioner's rates to pay such losses . In 1956, 
for example, claim losses incurred on private passenger cars amounted 
to $45,o00,05J. This was 83% of the compulsory premium charged 
whereas the Commissioner had provided in his rates for 67 .5% of 
~~ 
the premium to be used to pay losses . The deficit that occurred 
was made up by transferring funds fr om surplus or from other accounts. 
Since the amount of capital available to the companies 
out of compulsory premiums undergoes ranid depletion from the moment 
it is deposited, money must be retained in the form of cash balances 
or invested in short term securities . The income earned from this 
type of investment is not enough iD make aey difference in compulsory 
premiums even if it were taken into consideration. 
In 1952 the Massachusetts Supreme Court said "Whether 
interest in reserves is a factor considered by the Commissioner 
* During the last t en years the percentage of premium actually 
required to pay losses has exceeded the percentage of premium 
set by the state to pay losses by an average of 10%. 
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in fixing rates is unimportant . 1be net amount left after taxes 
would not substantially affect the premium charg~1• ( 25) 
EXPENSES 
Claims and reserves are the elements which bear on the 
pm·e premium or claim loss portion of compulsory insurance rates . 
The cost which makes up the remaining portion of the compulsory pre-
mium dollar is the expenses incurred by the companies in conducting 
business . In general, these expenses cover wages, taxes, claim in-
vestigation and adjustment costs, acquisition costs including com-
missions to agents and brokers for handling the business, and general 
administration costs such as the gathering of undenvriting and r ating 
information, accident prevention work, rent, heat, light, office 
equipment, telephone , and supplies . 
Collection of Data 
In order to collect expense data , the Commissioner of 
Insurance has promulgated the Massachusetts Automobile Liability 
Insurance Expense Plan. This Plan contemplates that a compa~ has 
already determined that portion of total expenses assignable to pro-
perty damage insurance and has excluded this amount . Then the Plan 
is designed to provide for: 
(l) 'Ib.e determination of Massachusetts automobile 
bodily injury expenses . 
(2) A proper allocation of the Massachusetts automobile 
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bodily injury expenses between expenses chargeable 
to compulsory and those chargeable to medical pay-
ments and increased limits . 
A compa~~ is first required to state its total earned premiums on 
Massachusetts compulsory and also on all other bodily injury lines 
for the preceding year. It then must report its total incurred claim 
losses on compulsory and on ether bodily injury lines and set forth 
the ratio of each to total premiums . This ratio is the one used 
for dividing costs between compulsory and other bodily injury lines. 
The Plan groups expenses into four major categories 
with subdivisions: 
I. Investigation and Adjustment of Claims --
A. Allocated claim expenses which include t hose 
that can be directly allocated to a particular 
claim, such as attorney's fee, medical ex-
penses, autopsy, witnesses, etc. 
B. Unallocated claim expenses which comprise all 
expenses incurred in connection with the ad-
justment and recording of policy claims,ex-
cept those that are considered allocated ex-
pense~ such as estimating amounts of claims, 
record-keeping, general clerical, supervisory 
and executive duties, etc. 
.58 
II. Acquisition, Field Supervision and Collection 
EJcpenses -
A. Commissions incurred on Massachusetts automo-
bile bodily injury liabili~ business including 
fees on assigned risks . Separate computations 
must be made for compulsory and other bodily 
injury lines . 
B. Acquisition, field, supervision and collection 
expenses other than commission and brokerage . 
This i ncludes such items as developing the 
sales field ,writing policy contracts, receiving 
and paying premiums and commissions, activities 
of field men, compiling and distributing ex-
piration lists , etc. 
III. Taxes -
A. State taxes on premiums . 
B. Insurance Department licenses and fees . 
C. Payroll taxes . 
D. All other (excluding Federal Income and Real 
Estate taxes) 
IV. General Expenses -
A. Inspection - This expense includes all activi-
ties designed to eliminate or improve accident 
or loss producing hazards and also accident 
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prevention work designed to reduce accident 
frequency or severity. 
B. Bureau - Included here are dues, assessments 
and fees for membership in Boards, Bureaus , and 
Associations . 
C. All Other - Expenses not previ ously accounted 
for are placed in this grouping - salaries, for 
example. (26) 
Accuracy of Reported Expenses 
Every company writing aut omobile liability insurance in 
Massachusetts must file expense information with the Insurance Com-
missioner each year . The extensively detailed and systematic 
method of uniform reporting required by the Plan provides the data 
necessary to form an accurate picture of companies' expenses on 
Massachusetts compulsory and other bodily injury coverages. It 
also provides proof that companies are allocating their expenses 
properly and that they are not charging off any unwarranted ex-
penses to compulsory insurance . The expenses submitted must be 
sworn to and certified under oath qy each company . Insurance De-
partment actuaries continually ana~ze this data comparing it 
with state and countrywide expense experience both past and present . 
Any unaccounted for changes are thoroughly investigated. 
As a spot check on the acc~acy of expense allocation to 
compulsory premiums, the State Legislature conducted an examination 
of five major comnanies in 1957 . -l~ Actuaries thoroughly investigated 
company financial statements . The following table compares the 
data collected: 
-1:- Employer's Liability Assurance Corporation, Ltd., Liberty Mutual 
Insurance Company, Travelers Insurance Company, Factory Mutual 
Liabili t,y- Insurance Company of America, Lumbermen's Mutual Cas-
ualty Company . 
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IV. 
COMPULSORY EXPENSES - 1956 
RATIOS TO EARNED PRillliUMS 
EMPLOYERS 'IRAVELERS FACTORY LIBERTY LUMBERHENS 
Al!J:OUNT 1:. A1110UNT 1. AMOUNT .1: AMOUNT _! AMOUNT 
EARNED 
PREHlliMS 3,152,363 8,573,168 1,797,271 8,068,788 5,499,151 
LOSS AD- 401,994 12.8 929,413 10. 9 407, 095 22.7 1,162,297 14.4 788,961 
JUS'IMENT 
EXP~NSES 
ACQUISI- 363,273 11.5 996,225 11.6 140,616 7. 8 591,040 7.3 867' 765 
'llilli 
TAXES 88 , 043 2.8 190,831 2. 2 35,972 2.0 224,720 2.8 127,845 
GENERAL 
EXPENSES 
INSPECTION 22,929 0.7 34,710 0.4 2,077 0.1 41,391 0.5 14,401 
BUREAU 8, 961 0.3 23,0o6 0.3 7,256 0.4 26,066 0.4 28,054 
ALI, OTHF.R 145,938 4.6 19l,o65 2. 2 86,037 4.8 153,250 1.9 204,280 
TOTAL 1,031,138 32.7 2,365,250 27.6 679,053 37.8 2,198,764 27.3 2,031,3o6 
Source: Report of Massachusetts Legislative Committee to study compulsory Autombile Insurance, 
January, 1959. 
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After completing its study, the group that made the five c9mpany 
examination had this to report: 
Due t o diverse organization structures and 
methods of operation it is necessary that 
some judgment be used in allocating expenses 
to compulsory premiums . However, during the 
course of our examination we found no evi-
dence of bias in an effort to overstate or 
understate Massachusetts auto bodily i njury 
expenses. We believe that expense data pr e-
sented by these companies is a reasonable re-
presentation of the cost of transacting auto-
mobile bodily injury business in lassachu-
setts. We are further of the opinion that 
the distribution of costs between compulsory 
and other a ut o bodily(injury lines has been 
made on a fair basis . 27J 
The percentages shown in the five company comparison 
are representative of that portion of t he premium dollar most 
companies writing automobile liability insurance in this state 
have had to spend for expenses during the last five years . 
Meanwhile, the Insurance Commissioner has made the following 
expense allowances:~~ 
1955 34.5% 
1956 32.5% 
1957 32 .5% 
1958 32 .5% 
1959 33 . 0% 
~~ Massachusetts Automobile Rating and Accident Prevention Bureau 
statistics. 
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These compare with a 50% average allowance in most other states . 
There are two reasons why the expense allowance in 
Massachusetts is the lowest in the country. General commissions 
paid to producers on compulsory business in the Co~monwealth 
average 12% while commissions on bodily injury liability in-
surance sold in other states average 25%. Also, a 5% provision 
for profit and contingencies has been included in the expense 
portion of the bodily injury liability rates in all but a few of 
the other states. In Massachusetts there was no allowance made 
for profit in the compulsory rates between 1935 and 1958. In. 
1959, however , a 1% profit provision was permitted.( 2B). 
RATE TERRI'IDRIES 
The method of dividing Massachusetts into territories 
for rating purposes has been followed by every Insurance Commis-
sioner since 1927 . Cities and towns are placed in territories 
based upon their accident loss experience . The ~assachusetts 
Supreme Judicial Court has found this system to be lawful in at 
least two decisions -- Brest vs . Commissioner of Insurance (1930) 
and Schlabach Vs . Commissioner of Insurance (1935) .* 
For rna~ years the Commonwealth has been divided into 
?:- 270, Hass. 7, 169 N. E. 657 - Brest . 
290, Mass. 585, 195 N. E. 887 - Schlabach . 
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seventeen rating territories with different compulsory rates for each . 
At present, eight communities are single rated territories by them-
selves , while the other nine are composed of various communities that 
have been grouped together because of similarity in their accident 
" loss experience over an extended period .;.- Customarily, the Insur-
ance Commissioner analyzes the aver age claim loss cost per car· in 
each municipality over a five year period and communities found to 
have the same indicated loss cost per car are grouped together . 
A community does not necessarily r emain in the same territory each 
year . Those whose loss experience is consistently deteriorating 
are moved to higher rated territor i es while those whose loss ex-
perience is consistently improving are moved to a lower rated ter-
ritory . For example , in setting 1957 compulsory rates, 30 communi-
ties were moved into higher rated ar eas while at the same time 21 
were shifted to lower rated groups . 
Many people believe that every accident that occurs in 
their community affects their compulsory rates . This is not so . 
It is the locality where the mot orist responsible for the accident 
garages his car that is charged wit h the cost of the accident, re-
gardless of where it occurs . So , if a car garaged in Chelsea 
injures five persons in Quincy, the Quincy rate is not affected . 
The claim loss is charged to the Chelsea rate . Therefore, only 
~~ Single rating territories are Chelsea , Revere, Boston, Somerville, 
Worcester, Quincy, Springfield and Lynn. 
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the driving experience of a city's or town's own citizens determines 
that communit,y's rating territory . 
Flat Rate Proposals 
Since the inception of compulsory insurance flat rating 
plans have been advocated qy the legislators of high-rated territories. 
Enactment of this type of plan would mean that there would be no dis-
tinction in the compulsory rates paid by Massachusetts drivers on the 
basis of their locations. There would be lower rates for Boston, 
its immediate vicinity and a few other communities, but there would 
be substantially higher rates for the vas t majorit,y of motorists who 
l ive in other sections of the state . A proposal of t his t,ype has 
never passed the Le gislature simply because most of its members 
come from the lower-rated districts . In fact, flat rating was sub-
mitted to the Massachusetts electorate on referendum in the 1950 
election and was overwhelmingly beaten by a margin of more than 
three to one . C29 ) 
~ using a system of territorial rating cities and towns 
are required to pay for their insurance protection on the basis 
of their accident experience. This way the motoring public has 
merit rating at the community level, thereqy offering incentive to 
moto+ists to drive carefully. 
It is true that under this system an accident free motorist 
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in Boston pays about four times as much for his insurance a s an 
accident-prone driver in Williamstown. This is because indi vidual 
merit rating plans have not yet been found workable . More will be 
said about i ndividual merit rating in the next chapter. 
If a flat rate system was put into effect, insurance com-
panies would become alarmed . ~o doubt they would simply refuse to 
write business at grossly inadequate rates in communities like 
Boston, Chelsea, Worcester, etc . Thousands of motorists i n these 
areas, therefore, would encounter tremendous difficulty in obtaining 
compulsory insurance. The very people whom a flat rate was s upposed 
to benefit would not be able to put their cars on the road. At the 
same time there would be a tremendous rush by the companies to 
write compulsory coverage in what are presently considered low-
rated territories because motorists there would obviously be paying 
excessive rates . This arrangement would quickly prove to be un-
satisfactory . 
RATE CLASSIFICATION 
Compulsory insurance rates in Massachusetts differ not 
only because of territorial rating but also on the basis of the 
use of motor vehicles and age of drivers . Prior to 1954 this was 
not the case . All automobile owners in the Commonwealth paid the 
single territorial rate established by the Commissioner, depending 
upon the community in which their car was principally garaged . 
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n. 
Then, to distribute the cost of insurance more equitably, the In-
surance Commissioner introduced the so-called Age and Use Classi-
fication System so that specific groups of motorists responsible 
for a disproportionately high percentage of accident claim losses 
were required to pay a fairer and more commensurate share of these 
losses . 
Through 1959, Insurance Commissioners had established 
and administered a system that groupedall Massachusetts private 
passenger vehicles into one of the following five classifications: 
Class I Cars with no drivers under 25 years 
of age and not used for business. 
Class II Cars with drivers under 25 years of age. 
Class II! - Cars whose drivers under 25 years of age 
have successfully passed the Registry of 
Motor Vehicles high school behind the 
wheel driver training program or have passed 
similar courses at certain private driving 
schools certified by the Registry of Motor 
Vehicles . 
Class IIB - Cars whose drivers under 25 years of age 
are married and have children. 
Class III - Cars used principally for business . C3o) 
Similar rating plans with respect to age and use have-
been operating in every state of the union except New Hampshire for 
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years. Most of the other plans have operated on a more r efined basis 
with a greater number of risk classifications and consequently a 
greater number of motoring requirements and mileage limitations to 
qualify for those classifications. It follows that the more refined 
the plan, the more equitable will be the distribution of claim costs 
among the various groups. With this thought in mind, Insurance Com-
missioner Humphreys modified thepreceding Age and Use system be-
ginning January 1, 1960. 
Class I has been divided as follows: 
Class 10 - No driver under 25, no business use, car 
is not used to drive to and f rom work more 
than ten miles one way. 
Class 12 - Same as 10 except car driven to and from 
work more than 10 miles one way . 
Class II has been divided as follows: 
Class 20 - Male operator under 25 not owner or principal 
operator of the vehicle . 
Class 22 - Male driver under 25 owner or pincipal opera-
tor. 
Class 24 - Female driver under 25. 
Class IIA has been divided as follows: 
Class 40 - Male driver under 25 not owner or principal 
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operator or female driver under 2S with 
an accredited driver training certificate. 
Class 42 - Male driver under 2S, owner or principal 
operator, with an accredited driver training 
certificate . 
Class IIB has become Class SO and covers operators under 2S who 
are married and have children. 
Class III has become Class 30 and signifies business use.C3l) 
Since at this writing the new classification system 
is only a few days old we will confine ourselves merely to mention-
ing it. Its purpose is to supply the Commissioner with more re-
fined rating data so that in the years to come each class can be 
made to pay for its proportionate share of overall cost of compul-
sory insurance. For the year 1960, anyway, compulsory rates were 
the same for classes 10 and 12; 20, 22 and 24; 40 and 42; SO; 30. 
Classification Claim Experience 
Let's examine the accident loss statistics for each of 
the five classifications over the combined three year period 19SS-
19S7. 
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v. 
CLAIM LOSSES PRIVATE PASSENGER CARS - JaASSACHUSETTS 
19~~-19~7 
AVERAGE AVERAGE CLAIM 
CARS PERCENTAGE OF CLAIM CLAIM LOSS PER 
CLASS I NSURED DIS'IRIBUTION FREQUENCY COST CAR 
1 2, 809,722 73 -7 5 .6 $530 $29. 77 
2 463,452 12 . 2 13 . 7 551 75 -44 
2A 73,955 1. 9 8. 5 521 44. 42 
2B 61,930 1.6 8 . 9 569 50 . 75 
3 403,046 10.6 7 .3 533 39.04 
Source: Massachusetts Insurance Department Statistics - 1955- 1957. 
The "cars insured" column lis ts the number of cars insured in each 
classification on a 12 month basis . The 11percentage of distribution" 
column lists the percentage of cars in each classification in relation 
to the total of private passenger cars insured in the Commonwealth . 
The "claim frequency" lists the f r equency of bodily injury claims 
caused qy cars in each classificati on per 100 cars insured. The 
"average claim cost 11 column l ists the average cost of each personal 
injury cl aim caused by cars in each classifi cation. The "average 
claim loss per car" column lists the avera ge amounts which had to 
be paid in bodily injury claims f or each car insured in the respec-
tive classifications, regardless of whether or not the vehicle was 
i nvolved in an accident . 
The 11 claim frequency" and "average claim loss per car 11 
columns are the most significant. They s how that for the period 
under consideration, young drivers had about two and one-half times 
as many accidents as older drivers . In addition, the average claim 
loss per car insured in Class II was 153 per cent more costly than 
the average loss per car in Class I . lhe Commissioner's surcharge 
was 55 per ~ ent above the Class I rate for Class IIin 1959 and 27! 
per cent above the Class I rate for car owners in Classes IIA, IIB, 
and III. If each group was to carry its own burden, youthful 
drivers (Class II) should have paid 153 per cent, not 55 per cent, 
more premium than drivers in Class I. Apparently, other groups 
(32) 
helped pay for the poor Class II experience. 
Objection to the Classification System 
Proposals to outlaw the classification system have been 
presented to the Legislature periodically since 1954. All such 
efforts have been unsuccessful . Probably the principal reason for 
this is awareness that elimination of the surcharges on cars in the 
under 25 classjSication comprising less than 16 per cent of all Massa-
chusetts car owners would bring about automatic rate increases of at 
least 10 per cent on Class I cars which represent almost 3/4 of this 
state's motoring population. To alienate the affection of so large 
a group is a highly disturbing prospect far any lmv.maker to contem-
plate . 
The objection most frequently voiced to the present system 
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is that it is unfair to assess surcharges on a car whose under 25 
driver has never been involved in an accident. Although this 
thought has merit, no workable plan has yet been found under which 
motorists could be rated individually, according to their respecti 're 
loss experience. It seems, therefore, that the closest approach so 
far to complete justice lies in the existing arrangment of rating 
motorists by groups constituted on the basis of exposure to loss 
(age and use) and collective accident loss experience. 
RATE FORMULATION 
The actual mathematical process used in rate making i s 
extremely detailed and technical . To discuss it any length would 
be beyond the scope of this paper . Therefore, the explanation that 
follows is a simplified version of the rate-making steps actually 
taken. It is sufficiently complete, though, for our purposes . 
The underlying assumption of compulsory rate making is that 
experience in the past, properly analyzed and projected in accordance 
with trends, is the best guide to probable conditions in the future . 
We should r emember that the cost of the auto insurance product can-
not actually be determined before it is sold . Such a determination 
can only be made after all accident claims that will be paid under 
the policy are definitely known and this of course happens only after 
the insurance has terminated . For this reason it:is extremely impor-
tant to continually· accumulate acc~rrate data on past loss and expense 
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experience to be used to make future rates, establish trends, and pro-
vide a basis for research. 
I mentioned in Chapter I that compulsory rates consist of 
two parts . The first is the loss or pure premium portion which re-
presents the amount of money needed from each insured car-owner to 
pay for the coming year's expected claim losses. 1he second portion 
represents the amount the Insurance Commiss ioner allows the com-
panies as the cost of carrying on compulsory bus iness . 1his con-
sists of such items as Loss Adjustment Eocpense, Acquisition Costs, 
General Expens es, Taxes, and License Fees and is determined b,y 
using experience of the past as a probable guide to experience in 
the future. In an earlier section of this chapter I noted how the 
Insurance Department collects and coordinates the expense data from 
the various insurance companies writing automobile business in Massa-
chusetts. In recent years, expense loading has been about 1/3 of 
the compulsory premium. 
Now, to determine pure premium allocation, the Commis-
sioner's actuarial staff establishes a statewide average claim cost 
per car insured. This is done by estimating the average amount that 
should be collected from each car owner to cover contemplated claim 
losses for the year for which the rates are being made . Next , every 
community in the Commonwealth is placed in a particular rating ter-
ritory based upon the collective l oss exoerience of its motorists 
over the past ten years. 1he pure premium for each territory is 
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then determined by applying certain factors of development and 
credibility assigned each territory to the statewide average of ex-
pected loss experience. This produces an unclassified premium 
requirement for each of the state's rating territories . 
1he procedure is further refined to bring about a more 
equitable distribution of insurance costs by assessing premium 
surcharges for age of operator and vehicle usage . The average rates 
so far determined were modified in 1959 by the following factors 
for private passenger cars: Class I- 1.00 ; Class II - 1.55; 
Classes IIA and IIB, and III - 1.275 . This system is based on 
premium surcharges for the poorer accident loss experience of the 
higher rated groups . 
Now we have a pure premium by territory for each class of 
car owner . 'I'o this there is added expense loading previously de-
termined and the result is a set of compulsory rates . Although 
rates ar e developed separately for different types of vehicles 
such as pr i vate passenger cars , commercial cars, taxis, buses, etc . 
rate making procedures for each are essentially the same . (JJ) 
Before leaving the matter of rate making procedure, the 
use of judgment in the system must be mentioned. According to 
Mil ton G. cDona)._d, chief fire and casualty actuary for the Massa-
chusetts Department of Insurance, the judgment factor plays a very 
important part in the final outcome of any compulsory rate . This 
is true in spite of the fact that the Massachusetts Statistical Plan 
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for Bodily Inury Rate .Making is the most detailed and exacting of 
a~ used in the world, especially in connection with information 
and data gathered, reporting requirements and rating procedures . 
But statistics are only evidence of past experience. The element of 
judgment must be used to modify information in terms of what's ex-
pected in the future . 
REASONABLENESS OF RATES 
The Compulsory Insurance Law of ~~ssachusetts requires 
that rates for this coverage must be 11adequate, just, reasonable, 
and non-discriminatory . 11 The obvious intent of t hese requirements 
is to protect the public interest and also to safeguard the sol-
vency of insurance companies . In other words, the insurance com-
panies should not be permitted to profit unreasonably from compul-
sory business and at the same time they should not be required to 
suffer financial loss in this area . 
Compulsory Rate Adequacy 
The following table illustrates how adequately or in-
adequately compulsory charges have covered losses. 
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VI. 
MASSACHUSETTS COMPULSORY BODILY INJURY EXPERIENCE 
POLICY YEARS 1927-1957 
ALL CLASSES 
COMPARISON OF LOSSES INCURRED TO PROVISION FOR 
LOSSES IN THE RATES 
POLICY LOSSES PROVISION FOR LOSSES INCURRED P"SRCENTAGE 
YEAR INCURRED LOSSES IN RATES IN EXCESS OF LOSSES INCURRED 
PROVISION FOR IN EXCESS OF 
LOSSES PROVISION FOR 
LOSSES 
1927 $11,932,061 9, 938, 048 $1,994, 013 20% 
1928 12,987,640 9,885, 803 3,101,837 31 
1929 14,549,736 12,574,120 1,975,616 16 
1930 16,726,125 13,786,158 2, 939,967 21 
1931 16,117,133 14, 582 ,162 1,534, 971 11 
1932 14,733,336 14,995,657 262,321?~ 2* 
1933 15,170,487 14,080, 838 1,089,649 8 
1934 17,441,428 14,650,967 2,790,461 19 
1935 15,705,323 15,584,268 121,155 1 
1936 14,702,000 16,307,109 1' 605' 109~-*" 10-l~ 
1937 17,610,924 16,606,258 1,004,666 6 
1938 14,925,493 15' 731,486 805,993-l:- 5-:t-
1939 16,598,621 16,956,468 357' 847?~ 2" ~-
1940 16,896,723 17 , 806,726 910, 003?~ 5~· 
1941 17,781,879 18,972,102 1,190,223?~ 6~-
1942 11,614,094 15,884,230 4, 270, 136?<- 27.>,:-
1943 9,498 ,173 11,169, 589 1,671,416?< 15?< 
1944 10,886,838 11, 568,252 681,414* 6~~ 
1945 13,321,053 12,098, 158 1,222,895 10-l~ 
1946 16,944,170 16,379,144 565,026 3 
194~ 18,766,52l 18,.514,821 251,702 1 194 20,102,17 20,&98,415 496,241~-*" 2"'~ 
1949 22,949,~35 21, 2l,587 1,525,848 7 
1950 29,057, 01 22 ,79 , 751 6,262,850 27 
1951 32,710,057 2~,133,188 7,576,869 30 
1952 3l, 991,395 2 ' 059' 217 5,932,178 21 19H 3 688 690 3~ , 110,3~1 578,11~ 2  r23g:629 3 ,g39' 7 3 1,205, 5 -l< Y-*" 19~ ~~1t9Ja6 l&' 28,752 ~ ,9h8 , 033 10 19 '73l, 738 ,o 5,~02 18 1957 57,136,738 52,43 ,167 4,702, 71 9 
'IDTAL $679,136,404 $635, 42 8,333 $43,708, 071 5% Average 
Source : Massachusetts Department of Insurance Fi1es,Compulsory Bodily 
Injury Experience, 1927- 1957 
* 
Provision for losses exceeded losses incurred . 
The exhibit shows that the portion of the compulsory rate provided 
to pay claims f ell short of meeting the actual cost of claims in-
curred by the insurance companies most years. 
Expenses allowed in Massachusetts for compulsory insurance 
are the most conservative in the nation • ..)<-::- The Massachusetts Auto-
mobile Rating and Accident Prevention Bureau has kept close watch 
on costs of doing business allocated by companies to compulsory in-
surance and has never found them to be seriously out of line. There 
is no evidence available to indicate to the contrary. 
To add to the statistical information on this question of a-
dequacy of compulsory rates, the following table is presented as 
further proof that the rates established have not been sufficient 
to satisfy the requirements of the Compulsory Law. 
?H~ As previously noted, now about 33% in Massachusetts, SO% in 
most other states. 
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VII . 
MASSACHUSETTS PRIVATE PASSENGER COMPULSORY AUTOMOBILE 
COMPARISON- S'IA'IDHDE RATES VS . ACUTAL COS'IS 
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A\!ERAGE 
RATE PF.R 
CAR 
ALL COMPANIES 
AVERAGE COST 
P'!R CAR 
~LL_CmWANIES 
GAIN (-t) OR 
LOsS (-) PFR 
CAR 
CARS 
INSURED 
ALL COMPANIES 
TOTAL GAIN (-+) 
OR LOSS (-) 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
$28 . 52 
30.03 
29 . 24 
28.58 
30 .31 
32 .39 
38.44 
42 . 22 
39 .47 
41, 78 
48.60 
52 . 91 
$28.92 
29 .32 
30.96 
34.62 
36.39 
37.27 
38.10 
40 .03 
43 .11 
48.42 
55 .77 
60 .21 
$-0.40 
+0. 71 
- 1.72 
-6 .04 
-6.08 
- 4.88 
-t-0.34 
+2 .19 
-3.64 
-6 .64 
-7.17 
- 7.30 
-3. 06 
744,565 
801,696 
860,069 
946,873 
1,020,702 
1,051,185' 
1,089 ,718 
1,144,433 
1,214,793 
1,274,443 
1,322,869 
1,342,363 
$- 297,826 
-+ 569,205 
-1,479,320 
-5,719,118 
- ,205 , 871 
- 5,129,787 
1- 370,504 
-+2,506, 310 
-4,421, 848 
-8,462,305 
- 9,484,970 
- 9,799,249 
12, 813,715 -47, 554,275 
Source : Report of Massachusetts Legislative Committee to Study Com-
pulsory Automobile Insurance, January 1959 . 
The table shows that for the twelve year period studied, insurance 
companies have lost over $47,000,000 writing compulsory insurance :i:n ~Jas sachu-
setts . 
Almost every year for the last decade the insurance companies 
have requested compulsory rate increases and this is what has happened - . 
VIII. 
PERCENT INCREASE I N COMPULSORY AUTOMOBILE INSURANCE RATES 
REQUESTED BY COMPANIES VERSUS 
COMMISSIONER 'S ALLCJIIVANCE - MASSACHUSETTS 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
REC01.fltmNDED 
BY COMPANIES 
5 .8 
22 . 0 
36 . 9 
19. 2 
11.3 
22 . 0 
25 . 5 
11.7 
COMMISSIONER 'S 
RATES 
2. 9 
8.6 
- 17 . 7 
- 9.3 
- 6 . J 
5.3 
19 .6 
9. 1 
3 .1 
Source: First Thirty Years, Casualty Insurance Companies Serving 
Massachusetts , 1959 . p . 11. 
As a matter of record the companies on two occasion felt obliged 
to seek a review of the Commissioner ' s compulsory rates by the 
Supreme Judicial Court of Massachusetts in an effort to obtain 
rates which they considered adequate . In the 1952 case (Massachu-
setts Bonding and Insurance Co . , and others vs . Commissioner of 
vv Insurance'~') the court upheld the rates set by the Commissioner . 
In the 1957 case (American Employers Insurance Co . and others vs . 
~~ This decrease in 1955 was due to passage of the Highway Safety 
Act of 1953 . This Act and its eff ect will be considered in 
the next chapter . 
-~H~ 329, Mass; 265 , 107 N. E 2nd 807. 
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~~ 
Cormnissioner of Insurance") the Commissioner had r efused the com-
panies any rate increase whatsoever . The court annulled the pro-
posed rates and directed that new and adequate rates be set . In 
accordance with .this decision the Commissioner increased the 1957 
private passenger car rates qy an aver age of 19 . 6% . 
Since 1950, the Commiss ioner has allowed 32 . 5% for ex-
pens es and 67 . 5% for claim l osses in hi s compulsory rates . For 
the same period actual expenses have averaged 33 . 1% and claim losses 
75% . The question logically follows if the companies lose mon~ 
on compulsory insurance in Massachusetts , why do they write it? 
Well, as a matter of fact, fewer companies carry on this business 
here than in any of the surrounding states . In New York 253 com-
panies write automobile liabili~ insurance, in Rhode I s land 242 , 
in Connecticut 232, in Maine 198 , In New Hampshire 167 , in Vermont 142, 
~-'A­
and in Massachusetts only 111 companies 1vrite this coverage . 
Certainly there must be good reason for the companies to 
continue with this unprofitable line . First of all , they hope that 
some day compulsory insurance can be written in this state on a 
paying basis . *H~ It was in 1954. '" Second, and undoubtedly more 
* 335 Mass; 748 , 142 N. E. 2nd 341. 
-lHr Massachusetts Automobile Ra ting and Accident Prevention Bureau 
statistics . 
-JHH< 'Ihe reason for this will be explained in the following chapter . 
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important, i s the fear that if they cease writing compulsory cover-
age this business will be taken over by the state and operated as 
a state monopoly . There is very strong feeling that once this were 
done , it would be only a few more years before the state took over 
workmen ' s compensation, non- occupational disability and other forms 
of insurance . The companies have no desire to compete with state 
insurance funds . One might say that compulsory insurance losses are 
the price the companies have been willing to pay to retain the pri-
vate system of insurance in Massachusetts. It is generally acknow-
ledged that the motoring public would have to pay more for compul-
sory insurance protection under a state fund monopoly either through 
higher rates or increased taxes . A third reason for continuing 
compulsory coverage is this . If a company withdrew from an agency 
permissi on to write this insurance , the agenqv would have to place 
this coverage with some other compa~ and, in all likelihood, all 
of the agency's other forms of insurance (fire, liabili~, workmen's 
compensation, etc . ) would also be placed with the other company . A 
fear of competition has helped kee~ this area alive . (J4) 
Profit on Allied Lines 
Another question frequently asked concerning compulsory 
rate adequacy is whether or not the companies make enough profit on 
other lines of insurance to absorb t he compulsory losses . ~ other 
lines of insurance I refer to extra- territorial and guest occupant 
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coverage, excess limits, medical payments, and physical damage in-
~~ 
surance . The following table which is -typical gives us an answer. 
IX . 
1~SSACHUSETTS BODILY INJURY, PROPERTY DMJAGE AND 
PHYSICAL DAMAGE EXPERIENCE FOR 1956 
EARNED I NCURRED LOSS 
LINE YEAR PREMIUM LOSSES RATIO 
TOTAL B. I 1956 $96,523 , 187 $69,115,600 • 716 
COMPULSORY 1956 66,272 , 204 57,381,345 .866 
B. I. OTHER 1956 30, 250, 983 11,734,255 .388 
THAN CO ~ULSORY 
PROPERTY DAMAGE 1956 40,513 , 831 24,274,455 .599 
PHYSICAL DAMAGE 1956 44, 582 , 012 29,024,950 .651 
1'Q1:A1_ $181,619, 038 $122,415, 005 .674 
PERMISSIBLE 
LOSS RATIO 
.620 
.675 
. 500 
.605 
. 586 
.608 
Source: Report of the Massachuset t s Legislative Committee to Study 
Compulsory Insurance , January 1952• 
These figures indicate that in 195o the overall loss ratio of 67 .4% 
for all major lines of Massachuset ts automobile insurance was 6.6% 
higher than the permissible loss ratio of 60 . 8% . To translate this 
deficit into dollars, the loss exceeded the provision for losses in 
the rates by almost ~t12,000 , 000 . If other years had been illustrated, 
~~ Physical damage insurance covers collision and other direct loss 
to policyholder~ vehicle . 
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they would tell the same story . Therefore, even some pr ofit on lines 
allied to compulsory insurance has been no where near sufficient 
to compensate for the losses sustained by the insurance companies . · 
Comparative Rates 
An interesting comparison can be made by matching compul-
sory rates in Massachusetts against auto liability charges of com-
parable cities and towns in other states. You must remember that 
most other states have financial responsibility laws rather than 
compulsory insurance . These require motorists purchasing insurance 
to carry minimum coverage of $10, 000/$20, 000 bodily injury and 
$5000 property damage including guest and extra-territorial cover-
age . Therefore , the Massachusetts rates to be mentioned have been 
modified accordingly and are quoted on a $10,000/$20,000 bodily 
injury and $)000 property damage basis, i ncluding guest and extra-
territorial coverage . 
~~ Financial responsibility laws require a motorist who has been in-
volved in an automobile accident resulting in bodily injury to show 
evidence of financial ability to respond for damages . The next 
chapter contains a discussion of these laws . 
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x. 
AUTOMOBILE LIABILITY RATES FOR CLASS I VEHICLES - 1958 
CITY 
Boston, Mass . 
Chelsea , Mass . 
Worcester, Mass . 
New York, N. Y. 
San Fransisco, Calif . 
Hartford, Conn. 
Philadelphia , Pa . 
Kansas Ci i:y , Mo. 
Seattle , Wash. 
Los Angeles , Calif . 
Chicago , Ill. 
Miami , Fla . 
Dist . of Columbia 
Atlanta, Ga . 
New Orleans, La . 
RATE 
167 .10 
167.90 
136.40 
113 .00 
88 .00 
102 . 20 
87. 20 
78.40 
75 . 00 
74 . 00 
89 . 00 
71: 8o 
60 . 80 
47 .40 
44.80 
Source: Report of the Massachusetts Legislative Committee to Study 
Compulsory Insuranc-e, ·January. 1959. 
The table shows that in 1958 the highest automobile rates in the 
country were charged ~lass-achusetts and New York motorists."'" This 
situation is a direct result of the fact that claim frequency in 
these two states has exceeded all the rest . Probably for this 
reason more than any other only one other state -- North Carolina 
has dared to pass a compulsory law. 
~" Massachusetts and New York are the only states listed that have 
compulsory systems in effect . 
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CHAPTER III 
PROPOSED CHANGES IN THE COMPULSORY lAW 
During the past thirty years there have been many 
suggestions made in an effort to improve the compulsory system. 
Few have been given more than passing consideration by the State 
Lesgislature and only a handful of thes e have been adopted. 
The next step in my study will be to examine the more 
important proposed changes, t heir advantages and disadvantages. 
Generally speaking, each proposal will have to do with either 
broadening the scope of the Law, changing its basic insurance prin-
ciples and procedures, or making administrative changes in the 
system. 
I NCREASING MINTIHJM COVERAGE REQUIREMEN'IS 
The present minimum coverage r equirement set by the com-
pulsory law is $5000 bodily injury liability for injury to any one 
person and $10,000 to more than one person in any one accident. 
During the past few years there has been considerable a gitation for 
legislation to increase these limits to $10,000/$20,000. 
In view of the fact that claim awards have been increasing 
over the years, insurance companies have attempted to apprise t heir 
policyholders of excess limi ts coverage above t he minimum requirement 
and have recommended purchase of it . The result has been that 
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approximately 54% of all private passenger car owners in Massachusetts 
in 1957 had purchased increased limits on a voluntary basis . 
XI. 
EXCESS LllH'IS COVERAGE CARRIED BY MASSACHUSET'IS 
PRIVATE PASSENGER CAR OWNERS - 1957 
LIMI'IS 
$10,000-$20, 000 
15,000-30, 000 
20,000- 40 , 000 
25,000- 50, 000 
50,000-lOO,OOO 
100, 000- 200,000 
100,000-300,000 
6ver 100, 000- 300,000 
Other than Above-l~ 
% OF 'ID TAL CAR OWNERS 
12 . 0% 
7 •. 7 
15.1 
5.9 
6.0 
.6 
4 .3 
.9 
1.6 
Source : Division of I nsurance Files, 1957. 
Reasons For Increasing Coverage 
Proponents of increased minimum coverage under the law 
point to the fact that only about one- half of the state's motor 
vehicle operators have seen fit to purchase more than basic limits . -l~-:~ 
These are the same limits that went into effect when the act was 
passed in the middle 1920 's. Thirty years ago these limits were 
probably quite sufficient especially since there were far fewer 
cars on the road then there are now, and most accidents were far 
-l~ Other · limit combinations, for example; $10,000-30, 000; $25, 000-
lOO;ooo; etc . 
-lH~ Many members of the legal profession favor an increase in 
minimum coverage requirements. 
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less serious . Today, however, for two reasons they have become 
outmoded . First of all, hospital and medical costs have increased 
three or four fold since 1927 . Those involved in automobile ac-
cidents today are often confronted with substantial bills for these 
expenses . Second, wages have gone up considerably over the years . 
An individual out of work today loses many more dollars than he did 
when the law first became effective . This is due to inflation's 
influence on the cost of living. Therefore , the advocates of higher 
limits conclude, present compulsory coverage is insufficient to 
meet maqr claims, especially with the established trend of increa-
sing jury verdicts . 
Reasons Against Increasing Coverage 
Opponents of higher minimum compulsory -limits feel it ' s 
necessary to weigh· the advisability of such a step against the ex-
tremely volatile attitude of the motoring public with respect to 
to any sort of increase in the compulsory rates . This is naturally 
a serious consideration to the elected Legislators who would have 
to pass on such a measure . Many of them would be unwilling to 
jeopardize their political futures by alienating a substantial por-
tion of the voting public . 
The Massachusetts Automobile Rating Bureau has estimated 
?~ Public opinion indicates opposition to higher compulsory mini-
mums . 
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that if compulsory requirements went to $10, 000- ~i>20,000, private 
passenger car rates would go up 20%, trucks up $25%, taxicabs up 
30%, and buses up 40%. Along wi th these rate increases, claimants 
for bodily injury damages would seek higher settlements if the min-
imum coverage for every car owner were doubled and it would have to 
be expected that the influx of higher claims and higher settlements 
would before long drive compulsory rates up . The final result would 
be a much more costly system than exists today and more dissatis-
faction than ever. 
'Ihe problem of rate adequacy would become more serious 
from the -insurance companf point of view. If companies have been 
experiencinp dif ficulty in obtaining compulsory rates which are 
adequate at the present level, they would find the situation even 
more distressing if minimum coverage were doubled . In fact, those 
against the 10,000/20,000 limit say it mi ght become so unbearable 
as to jeopardize the position of the entire casualty insurance 
business in the state of Massachusetts.(35) 
COMPUlSORY PROPERTY DAP..AGE, GUEST AND EX'IRA- TERRITORIAL I NSURANCE 
When the compulsory law was proposed in 1925, some thought 
was given to including property damage coverage as part of t he plan. 
Legislators were fearful that to do so would cause too much public 
resentment because of the substantial financial outlay compulsory 
property damage would require, so it was left out . 
Over the years proposals have been presented to add not 
89 
only proper~ damage as a compulsory coverage, but also guest and 
~~ 
extra- territorial insurance." Guest coverage had been originally 
included in the Massachusetts compulsory law but it was eliminated 
as a compulsory requirement by the Legislature in 1936 . Due to 
adverse loss experience it appeared inevitable in that election year 
that the Insurance Commissioner would have to announce a compulsory 
rate increase for 1937 . This would have meant the repudiation of 
highly publicized campaign pledges of lower compulsory insurance 
rates. To resolve the dilemma guest coverage was removed from the 
compulsory law and a reduction in rates was thereqy achieved. 
Although these coverages are not required by law, they 
are carried by a surprisingly large number of Massachusetts motorists. 
In 1959 over 90% had purchased property damage, 96.5% had extra-
-h~~ 
territorial and 94% had guest coverage. This obviously is the 
primary reason why there has been no real demand to make these 
coverages compulsory. 
Advantages of Making Additional Coverages Compulsory 
Requiring the purchase of these coverages would mean 
additional protection for the motoring public . Many mishaps occur 
where property is damaged, where bodi~ _injury takes place offthe 
* Extra-territorial coverage applies off the ways of the 6ommon-
wealth of Mas sachusetts . 
-:.'-lc Department of Insurance Statistics - 1959. 
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ways of the Commornvealth, or where a guest occupant of a motor 
vehicle is injured . Some of these situations are not insured . 
~ making the purchase of these coverages mandatory the state would 
be providing a larger area of protection than exists at present for 
those who suffer financial loss as the result of automobile acci-
dents . 
Disadvantages of Making Additional Coverages Compulsory 
The arguments against adding these coverages to the law 
are as follrn~s: First, the principal source of misunderstanding and 
discontent over compulsory insurance in assachusetts has been its 
cost. This being so, it would follow that this confusion and re-
sentment would be multiplied if t he Le gislature were to compel every 
motor vehicle operator to purchase additional compulsory coverages . 
In many sections of the state total compulsory insurance bills would 
increase to more than twice thei r pr esent levels . Even though more 
than 90% of all motorists have these coverages now , they would never-
theless resent being compelled to buy them. Second, it is quite 
likely that property damage , gues t and extra-territorial compulsory 
rates would be established exclusively by the Insurance Commissioner . 
It would be necessary for him to apply the same administrative pro-
cedure as is presently used for establishing existing compulsory 
rates. The effectaf this would be to multiply by four the difficult 
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rate making performance which now takes place annually in this 
Commonwealth . Third, it would have to be expected that claim fre-
quency would climb on the addit ional cmmpulsory lines as shewn by 
the present compulsory bodily injury insurance record . This would 
not only start these rates spiralling, but it would also cause the 
insuring companies to lose additional money for rate increases would 
probably not keep pace with increas ing losses . Today the companies 
can set their awn rates for the opti onal coverages and levels can 
' (36) be set so ~hat they can at least br eak even on them. 
UNINSURED MOTORIST COVERAGES 
The problem of injury or death caused by an uninsured motor-
ist or a hit- and- run driver is not s o serious in Massachusetts as it 
is in many other states . vVhen compul sory insurance is not a legal 
requirement, instances often occur where there is neither insurance 
protection nor financial responsibility to pay for damages caused by 
motor vehicle operation. 
1be Unsatisfied Judgment Fund 
To solve the problem of accidents caused by financially 
irresponsible drivers, New Jersey, North Dakota and Maryland have 
established unsatisfied judgment funds . 1he purpose of these funds 
is to indemnify the victims of hit- and- run or uninsured motorists . 
To illustrate, the New Jersey plan was enacted in 1955. Under its 
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provisions uninsured motorists registering their vehicles in New 
Jersey are required to pay a maximum fee of $8. 00 into the state 
operated fund and insurance companies also are required to contri-
bute up to one- half of one percent of their net bodily injury and 
propert,y damage premiums . Any New Jersey resident hurt by an ir-
responsible motorist may recover from the fund . Exceptions are 
found where injuries come under the state's workman's compensation 
laws, the i njured party is the spouse, parent or child of the un-
insured motorist, or he is a gues t occupant of the vehicle causing 
the accident . Uninsured motorists are required to reimburse the 
fund for any claims paid as a result of their negligence.C37 ) 
Advocates of an unsatisfied judgment fund have suggested 
it as an alternative to our present system of compulsory insurance . 
They feel that it would be operated more equitably s j nce accident 
causing motorists would eventually be made to return to the fund 
any pay,ments on their behalf . ~~ This would be individual merit 
rating in its truest form . 
Opponents of this system object to the state fund idea . 
They fear that such a plan might be the beginning of government 
interference with the insurance business, not only in respect to 
automobile coverage, but also other lines as well . In addition 
u v 
~~\ 
* In instances where a negl igent driver was insolvent or close to 
it the fund would stand the loss . 
~Hr Insurance companies vehemently opoose state funds of aqv kind . 
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they point out that government- run operations have consistently proved 
less economical than those controlled by private enterprise . There-
fore, they conclude, an unsatisfied judgment plan would place an 
added burden upon the tax payers of the state . • 
The Family Protection Endorsement 
Effective January 1, 1960, provision was made in this 
state's automobile insurance system to provide voluntary coverage 
against the uninsured motorist hazard . This may be done by adding 
the Family Protection Endorsement t o a compulsory policy. Coverage 
is afforded the named insured and members of his family in the 
event of death or injury caused by the negligence of a motorist 
who is not insured whether accident victims are occupants of a motor 
vehicle or are pedestrians. The amount of protection that may be 
purchased is $),000/$10,000 bodily injury and the cost per insured 
family is $3.00 annually.~~ 
With this coverage an insured is entitled to collect from 
his m~ company the amount he would have been legally entitled to 
recover as damages from the uninsured or hit-and-run driver . A 
judgment against the person causing the damage does not have to be 
obtained . All that is necessary is that the injured party fill out 
proof of claim giving f ull particulars of the accident. If the other 
party is liable, the insured 's carrier pays him. (38) 
* $),000/$10,000 limits are the only ones ava j lable. 
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Since the Family Protection Endorsement was introduced 
into this state . only a few months a go, there's no way of telling 
just how well it will do its job. If most motorists ptrrchase this 
insurance, then it will certain~ reduce the number of uncompensated 
-X-
automobile claims involving irresponsible drivers. After all, this 
was the reason f or its addition to the list of optional coverages. 
INS URI NG THE DRIVER 
Compulsory insurance in Massachusetts is written on a 
policy per automobile basis. In other words, as long as a vehicle 
is covered by insurance, anyone who drives that vehicle with the con-
sent of its ovmer is also protected . This would not be true if an 
insure the driver system were in effect, whereby each and every motor 
vehicle operator would have to provide his own liabili~ polic.r or 
other evidence of financial responsibility in accordance with the 
Compulsory Law . 
Advantages of Insuring Each Driver 
Such a plan would likely improve insurance companies' 
underwriting control. Right now the companies are hampered by the 
fact that when they write an automobile liability policy, they are 
often unaware of the possible number and character of drivers for 
* The Boston office of the Travelers Insurance Company has estimated 
that approximately 50% of its assured's have purchased this cover-
age. 
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whom coverage will be provided . There is strong feeling among 
company people that the majority of automobile accidents are caused 
by this gro~of "unknowns . 11 With an insure the driver plan, an in-
surer at least would be aware of all its insureds . Itwould have 
more chance to screen out the undesirable element and thereby to ex-
ercise greater control in its selection of risks. 
Advocates believe that s uch a system would in the l ong 
run lead to greater equity in the distribution of the cost of in-
surance . Since there would be many more licensed operators than 
registered vehicles, insurance cost would be spread over a greater 
area . Registry of Motor Vehicles records show that in 1957 there 
were about 2,011,000 licensed drivers and about 1,500,000 registered 
vehicles in Massachusetts . On this basis, by spreading compulsory 
cost over 511,000 more persons , rates could be reduced by s ome 
29 per cent. 
Disadvantages of Insuring Each Driver 
The question arises as to just how the Legislature would 
react to a petition to compel more than half a million additional 
Massachusetts residents to b~ compulsory insurance. It is well 
known that most Massachusetts families have only one car with 
several members driving it . 1he additional cost to the family of 
insuring each member who operated the car might greatly exceed 
the present cost of insurance written on a specified car basis . 
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Therefore , legislators might feel that such a system would truly alarm 
the public 
Another obstacle to this plan is of a legal nature . No 
doubt a serious policing problem would present itself because it 
could be expected that uninsured motorists would be on the highways 
in lar ge numbers . Today the mere presence of registration plates 
on a car is prima facie evidence that the owner of the vehicle carries 
compulsory insurance . Under the insure the driver plan, however, it 
. 
would be impossible to tell from normal obs ervation whether or not 
an operator was insured or otherwise financially responsible . 
A car owner can be held l i able for the negligence of any-
one to whom he entrusts his vehicle whether such person is insured 
or not . Under an insure the driver arrangment this would mean 
that an automobile owner would himself have to be insured if he oper-
ated the vehicle and so would aqybody to whom he entrusted the car . 
The owner would also be obliged to purchase an automobile owner's 
liability policy to protect him from possible liabili ty arising out 
of the use of his vehicle b,y another . All of this can get quite 
complicated and in addition to requiring an m~er to carry two poli-
cies , there would doubtless be confusion in the set tlement of claims 
which would ~rise out of these situations . 
Another difficulty would be the Commissioner's problem 
of developing "adequate, j ust, reasonable, and non- discriminatory" 
rates for the commercial group of vehicles including trucks, taxi-
cabs, public and private livery . Right now there are a score of rates 
applicable to these vehicles depending upon the nature of their op-
erations. Trying to keep the drivers of these vehicles operating 
only within the class for which they were insured would cl~arly be 
a difficult task. (39 ) 
COMPENSATION COVERAGE 
Writing in the October, 1952, issue of the Unites States 
Investor , Roger Kenney made the following observation: 
Society does not recognize as a human right the 
operation of a motor vehicle upon the public high-
ways . On the contrary, it has come to consider 
such operation a privilege and requires the owner 
to register his car before the state permits him 
to put it· on the road . With this as a precept, 
there is an ever-increasing number of people in 
this country who argue that the state should see 
to it that adequate financial protection is af-
forded members of society who may be injured in 
the operation of the car on the public highways . 
In a word, with more than 52 million cars on the 
road, operating over L170 billion miles a year, 
causing upwards of 37,000 deaths and 1,200, 000 
personal injuries, and involving a financial out-
lay qy the victims of over $3 billion, these 
people have come to consider the operation of the 
motor car on the public highways as a greater po-
tential hazard to themselves than anything experienced 
in their everyday employment . And this has served 
to strengthen the conviction that automobile lia-
bility insurance should be regarded as automobile 
compensation insurance in which the question of 
individual ne gligence or fa,,lt is of little or no 
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importance -- just as is the case with workmen's 
compensation insurance . 
This theory of compensation is supported by ma~ people 
throughout the country and frequently such a plan· has been pre-
sented to the Massachusetts Legislature as an alternative to our 
compulsory system. Although there were come minor differences, 
mos t proposals were patterned after workmen's compensation prin-
ciples and contained the following major features .: 
(a) Liability to Pay Compensation: 
The general purpose of the plan was to impose on the 
owners of motor vehicles a limited liability, ~thout 
regard to fault,for personal injury or death-caused by 
the operation of their motor vehicles . ~e liability 
to pay was to rest primarily on the owner of the motor 
vehicle and security for this liability was to be pro-
vided qy requiring every r egistered motor vehicles to 
be covered by compensation insurance . 
(b) Who Receives Compensation: 
Compensation was to be paid in r espect to any injury 
or death caused by the operation of a motor vehicle, 
unless the person injured or killed willfully intended 
to cause injury to himself or to another . 
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(c) Scale of Benefits : 
The follavring items would be payable in accordance with 
a benefit schedule predetermined ~y law: 
(1) Medical expenses 
(2) Lost wages 
(3) Permanent total disability 
(4) Temporary total disability 
(5) Permanent partial disabilit.y 
(6) Temporary partial disability 
(7) Disfigurement 
(8) Death 
(d) Administration : 
This plan would be administered by a special board 
created for the purpose and procedures followed would 
be the same as in effect for workmen's co~pensation in-
S l~ance . C40) 
When applying these principles to auto liability insurance , 
the most important point to reMember is that the question of proving 
negligence in accident cases would be eliminated . This assumes 
that the automobile accident is a social hazard and not a question 
of individual fault and that it is an inevitable result and a b,y-
product of American progress . If this is true, then the problem is 
one of insuring financial protection to the accident victim and to 
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the family, if ther e is one , whose support and earning power have 
been destroyed by traffic tragedies . 
Advantages of a Compensation Plan 
A compensation system would mean rapid claim settlements. 
Payment would be made in accordance with established benefit schedules 
and , of course, jury trials would be unnecessary . Under our com-
pulsory liability system it sometimes takes years for a case to come 
to trial and often during the pre-trial period an accident victim 
is hard put to m-et his expenses . Presently, the court dockets are 
filled with a tremendous number of automobile accident situati0ns . 
This has been a matter of concern in Massachusetts . 
Another argument that compensation plan advocates advance 
is that under a sys tem of liabili~ for automobile a ccidents awards 
are often inequitable . The amount of the award as determined by the 
verdict of a jury often has small, if any, relation to the degree 
of injury s uffered . The amount of the claim is greatly inflated by 
the lawyer's fee and by what the lawyer thinks he can get . There are 
times when there is no recovery at all as in the case of a pl aintiff 
who is unable to prove that the accident was due solely to the fault 
of the defendant . 
Occasionally the verdict may be grossly excessive due to 
the fact that the plaintiff has a good trial lawyer and the jury 
feels that the defendant is insured anYWay . Then out of his recovery 
the plaintiff must pay his lawyer a fee equal to one- third or more 
----c_•_ 
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of the amount recovered, and he may even have to pay a fee to his 
doctor or medical expert. Compensation insurance would correct 
this situation. Prompt payment would be made of an adequate and 
equitable award based upon degree of disabilit,y, without deduction 
for any fees. Many years of experience with workmen's compensation 
would help in establishing fair and reas onable schedules of compen-
. (41) 
sat1on. 
Disadvantages of a Compensation Plan 
A fundamental objection to compensation is that it would 
impose upon the owner of every motor vehicle a liability for in-
juries to others "regardless of fault 1 ~ . This would mean liability 
for injuries to strangers, although due entirely to the misconduct 
of such strangers, regardless of what the latter might be doing. 
For example, if the driver of an insured car, speeding far on the 
wrong side of the road, while seeking to escape pursuit by a traffic 
policeman, should collide with another car , properly operated, and 
thereby be injured, the owner of s uch other car would be r esponsible 
for the injury . Opponents of compensation feel that this goes much 
too far, that it would create a r egime of individual irresponsibility 
which would be demoralizing and not conducive to accident prevention, 
t hat it would induce a multitude of fraudulent abuses and impositions , 
and that it would subject the great body of careful and competent 
motorists to grossly unjust char ges . Although here in Massachusetts 
the average amount of claims paid would be considerably lower than 
at present, rates would go up because total number and total cost 
of claims would be much greater. 
Another aspect is the tremendous job of setting up and 
administering an automobile compensation system. Experience with 
workmen's compensation indicates that this would be no small task . 
Then there's the problem of establishing an equitable system of 
payments which would be fair to employed and unemployed alike, the 
adult and the infant, the rich and the poor, the reckless and the 
cautious . 
The question also arises as to whether a compensation 
system is necessary to meet a social and economic problem. Under 
the present system of "liability for payment" only a small percentage 
of insured automobiles are involved in accidents in any one year. 
Of t hose that are involved in perhaps 90 per cent of the cases, the 
claims result only in relatively small amounts of injury and damages . 
Of those where injuries are serious, or where death results, finan-
cial responsibility exists in most cases . This being so, compensa-
tion plan opponents say, it is difficult to visualize that those 
few instances where an injured par~ receives no financial redress 
and as a result becomes a burden on society should give us cause to 
feel that we are dealing with a situation involving either social 
welfare or economic well being in a~ great degree . 
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Another objection to compensation is that claimants or 
their heirs would not be entitled to be paid for conscious suffering. 
Accident victims would receive benefits only for hospital and medi-
cal costs and a portion of lost wages . Those of the legal profession 
in particular feel this is unfair . They.propose that pain and suffer-
ing is the most difficult experience of an accident victim and that 
he should therefore receive a major portion of his award based upon 
the severity of this item. Of course lawyers have an economic motive 
for feeling this way . If payments were made under a schedule of es-
tablished benefits, legal fees also would be re gulated as they now 
are under the\~orkmen's Co~pensation Law. C42) 
DEDUCTIBLE COMPULSORY COVERAGE 
Perhaps the best waym outline this proposal is to con-
sider how the deductible feature operates. Suppose an automobile 
owner was involved in an accident t hat res ulted in bodily injury to 
a third party . He would be required to pay the first $50 or $100 
(depending upon the amount of the dEductible) of the claim, with the 
balance being paid qy his insurance comoany . This is the same prin-
ciple as is now used in standard phys ical damage policies wherein 
an insured is r eimbursed above the deductible amount for damage 
sustained by his mvn vehicle due to collision or upset . There is 
one notable difference, hm1ever. A collision policy is a two- party 
----------------- -------
indemnification contract between the company and the motorist it 
insures . Application of the deductible principle is a rather simple 
matter . But difficulties immediately develop when an attempt is 
made to app~ this theory to liability insurance where there are 
three parties involved, the company, the motorist it insures, and 
the claimant . 
Advantages of Deductible Compulsory Coverage 
Sponsors of a deductible compulsory plan claim that it 
would not only cause all motorists to drive more carefully but 
also that the total deductible amounts collected f r om all motorists 
responsible for accidents would reduce the total claim losses of 
the companies thereby reducing comoulsory insurance rates . If a 
motorist knew that he would have to pay the first ~50 or $100 
of any accident claim he might cause, he would become far more safet,y 
conscious than he is today . This would be beneficial from a social 
and economic point of view since it would cut dawn the number of 
automobile injuries and fatalities. 
Opposition to the Plan 
Opponents of the deductible system say that it would fai l 
to take into account the reluctance of near~ everybody to admit 
responsibility for an accident and also general unwillingness to 
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hand over ~p50 or $100 in part payment of claims for which responsibility 
was denied . This would be necessary in cases where an insurance 
company went ahead and settled a claim in spite of the fact its 
assured maintained he was not at fault. Legitimate claimants would 
suffer under such a state of affairs by having to wait for final 
settlement res ulting from refusal of motorists responsible for ac-
cidents to pa~ the deductible amounts. Also, such an arrangement 
would probably not enhance the relationship between companies and 
their policyholders . 
Assuming that a plan were set up whereby the insurance 
company paid the deductible amount to the claimant and t hen looked 
to its assured for r eimbursement, the t ime and exoense necessary 
for companies to explain and justify to insured motorists the r easons 
for payment of a claim, together with the r equirement that these 
motorists must reimburse the companies for deductible payments, would 
greatly increase claim costs and cons equently the cost of compulsory 
insurance . In addition, the number of claims would likely be increased 
as well . As has been pointed out, most motorists would contend that 
the mishap was caused by the other party . With this in mind, it 
would be reas onable to exoect that motorists against whom liability 
had been determined would also file pers onal injury claims as cross 
actions if for no other reason than to avoid having to pay $50 or 
$100 out of their own pocket . 
Finally, deductible compulsory coverage might often thwart 
________ ,_ 
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company attempts to minimize losses by prompt claim investigation 
procedures and analysis . If a motor vehicle accident occurred 
where personal injury was considered slight, a motorist might feel 
that he'd prefer to pay $50 or $100 himself (with deductible cover-
age he 'd have this to pay anyway) and not report the involvement 
to his company . Thus he would avoid having an accident on his 
record . Subsequently a claim might be made for much more than ex-
pected and an insured might decide that now he should turn the matter 
over to his insurer . ~ then details of the contact would be hazy, 
witnesses hard to find and damaged vehicles already repaired. If 
the company refused to defend becaus e of delay in reporting the ac-
cident, it would offend its policyholder . Should it decide to take 
over, it might have to pay out far more than the claim could have 
been settled for originally had it r eceived prompt attention. (43) 
MERIT RATING 
In 1953, the }~ssachusetts Legislature noted an amendment 
to the general laws by inserting after Chapter 90 a new chapter, 
90A, known as the Highway Safety Act . This act had to do with the 
establishment of a point system 11for the evaluation of the operating 
record of owners of registered motor vehicles and other persons to 
whom a license to operate motor vehicles had been granted . " This was 
more commonly known as the merit rating plan. 
The merit or point system was administered by the Registrar 
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of Motor Vehciles as it related to highway safety . It became ef-
fective January 1, 1954. 'Ihe primary purpose of the plan was to 
penalize the erring driver and to secure his cooperation in matters 
of safe driving before it became necessary to suspend his license 
or right to operate on the highways of the Commonwealth . This was 
accomplished by a schedule of points to be assessed against a motor 
vehicle operator for certain causes as follows: 
12 POINTS EACH FOR 
At:fa.ult in causing fatal injury 
Operating under influence of liquor 
Permitting intoxicated persons to operate 
Using a motor vehicle in the commission of a felony 
8 POINTS EACH FOR 
Failure to stop after knowingly causing bodily injury 
Operating recklessly or so as to endanger 
Operating uninsured or unregistered motor vehicles 
Racing (or operating on a bet or wager) 
6 POINTS EACH FOR 
At fault in caus i ng serious bodily injury 
4 POINTS EACH FOR 
Allowing improper person to operate motor vehicle 
Exceeding established speed limit 
Failure to stop for a blind person 
Larceny of a motor vehicle 
Loaning a license 
Operating af ter suspension or revocation of 
registration 
Removing or defacing engine or serial numbers 
,_ 
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Using a motor vehicle in commlssion of larceny 
Using a motor vehicle without authority 
3 POINTS EACH FOR 
At fault in causing minor bodily injury 
Failure to stop for school bus 
Operating in violation of restrictions on 
license 
Operating without inspection sticker 
2 POINTS EACH FOR 
At fault in causing property damage in excess 
of $100 
Attempted larceqr of motr vehicle 
Failure to file report of accident 
Failure to heed stop sign 
Failure to signal change of movement 
Failure to slow down for pedestrian 
Failure to stop after knowingly causing property 
damage 
Failure to stop for traffic control signal 
Improper passing 
Operating with improper brakes 
Speed too fast for conditions 
Uttering false statement to an officer 
Violating established r ules and regulations 
1 POINT EACH FOR 
All other vioJa.tions, except parking violations, 
but including operating motor vehicle with 
improper equipment other than brakes . (44) 
A warning that he might lose his license was given to 
an operator who had accumulated five points in the operation of 
a motor vehicle within a twelve month period . The Registrar cruld 
suspend the license of an operator who had accumulated a total of 
eight or more points in the operation of a motor vehicle 1tithin 
-· 
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a twelve month period . Upon the accumulation of twelve or more 
points within a twelve month period, the Registrar could suspend 
any registration in the name of any person who had accumulated such 
points on his operating record . At the end of any twelve month 
period , points ceased to be counted toward possible license or re-
gistration suspension and a new period began for that purpose . 
During the two years that the system was in operation 
a total of 132,642 persons were ass essed with points. This amounted 
to only 6 . 7% of the motoring public . The total number of points 
assessed was 490,492. The average point assessment was ) .6. <4S) 
As part of this point assessment pr ogram, the Insurance 
Commissioner permitted an insurer to charge $6 .00 extra on 
compulsory rates for each demerit point an automobile owner had 
accumulated . This additional amount was to be paid as a penalty 
for poor driving habits for a period of four years . Thus a person 
who had five points charged against him would pay a total extra pre-
mium of $120 for the required period . This was in addition to any 
licensing or registration penalty that might have been inflicted by 
the Regis trar . 
This was truly merit rating on an individual basis . It 
was expected that the system would have an overall effect of re-
ducing rates for good drivers by a sizeable amount . Such a result 
would be accomplished by obtaining substantial additional premium 
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from that portion of the motoring public most responsible for acci-
dents and then by passing on a savings to the good drivers . This 
never materialized, however . Because of public disapproval mainly 
caused qy misunderstanding of the plan's operation, the demerit 
system was r epealed early in 156 . It had been the first and only 
attempt at merit rating on an individual basis in Massachusetts . 
Advantages of Merit Rating 
pects : 
Proponents of the plan pointed out its beneficial as-
1. The point system could serve as a guide for 
motor vehicle departments qy indicating where em-
phasis should be placed for driver improvement . 
2. Equit,y in evaluating motor vehicle operators 
wotud be ensured under the point system. -
3. Reduced violations and driver improvement would 
result from the point sys tem. 
4. Increased safety cons ciousness of drivers was 
reported where the point system was used . 
S. The point system would be a method of eliminating 
from the highway and the streets the small percentage 
of traffic violators who were responsible for a dis-
proportionate share of traffic accidents . 
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6. Insurance surcharges would aistribute more 
equitably the cost of insurance between t hose who 
do and t hose who do not cause claims . 
7. ~increasing highway safety consciousness, 
eliminating chronic traffic violators, and exer-
cising greater driver control, automobile liability 
insurance rates would be depr essed . (46) 
Disadvantages of Merit Rating 
Opponents of the system pointed to the following : 
1 . Lack of adequate accident investigation facilities 
would hamper the point program. · 
2. A point system could be inflexible. The authori-
ties might fail to consider any extenuating conditions 
under which a violation was committed . 
3. Lack of personnel to carry on hearings, interviews, 
and clinics would res ult in overuse of warning letters 
and lack of follow-up . 
4. If an automobile premium surcharge was used in 
conjunction with a demerit system, a motor vehicle 
violator mi ght sensibly reason along these lines . 
----~------
If I have been fined only $5. 00 in a court of law 
for speeding, what right does an insurance com-
pany have to assess me $24 a year for four years 
(this was the surcharge for this violation under 
the Massachusetts system) for the very same thing. 
5. By surcharg:ing the insurance premium of violators , 
a small percentage of the motoring public would be 
made to carry a disproportionately large share of 
the pr emium load . C4?) 
During the last ten years in Massachusetts the only time 
that compulsory rates set by the Commissioner proved adequate was 
in 1955 when the demerit system was in effect. That year the com-
panies actually made a profit on this business of $600,000 . After 
the system was repealed the picture changed and annual losses for 
the companies now approach the twelve million dollar mark . 
Safe Driver Plans 
On May 1, 1959, the National Bureau of Casualty Under-
writers and the National Automobile Underwriters Association i n-
augurated an experimental safe driver rating plan in the state of 
California . Like the Massachusetts merit system, its purpose was 
to r eward the good driver while penaliz i ng the poor driver by sur-
char ging sutomobile insurance rates . The idea seemed so good that 
---------
113 
insurance companies adopted similar plans in the states of Connecti-
cut, Pennsylvania, Ohio, Nebraska, Mi ssouri, Michigan, and Iowa . 
Under the California plan automobile l iability and col-
lision insurance rates for private passenger car risks are deter-
mined by the nillnber of demerit driving points a family has accumu-
lated over a two year period . Points are charged a driver at fault 
in an accident and are assessed as follows: 
5 POINTS EACH FOR 
l. Driving while i ntoxicated or under the influence 
of drugs . 
2. Failure to stop and report when involved in an 
accident . 
J . Homicide or assault arising out of the operation 
of a motor vehicle . 
4. Driving during a period when license is suspended 
or revoked . 
3 POINTS EACH FOR 
1. Driving in a reckless manner . 
1 POINT EACH FOR 
1 . All other convictions for moving traffic 
violations . 
Based upon point totals, automobile insurance rates 
for a particular household are either debited or credited . (48) 
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XII. 
CALIFORNIA SAFE DRIVE PLAN CHARGES 
POIN'IS ASSIGNED 
0 
1 
2 
3 
4 
5 
6 or more 
RA 'IE SCHEDUJ.E 
20% below basic rate 
10% below basic rate 
Basic rate 
Basic rate plus 20% 
Basic rate plus 40% 
Basic rate plus 70% 
Basic rate plus 100% 
Source: National Bureau of Casualty Underwriters. 
With these charges effective, let's assume that a 
vehicle with no male driver under 25 years of age is registered 
in California and insured for $10,000/$20,000 bodily injury, 
$),000 property damage, $500 medical payments, and ~50 deductible 
collision. Based upon 1959 rates, savings could range from $36 .60 
in San Fransisco to $21 . 00 in San Diego . At the same time, sur-
charges could be as much as $183 . 00 and $10) . 00 respectively . (49) 
The plan is based upon the theory that past involvement 
in accidents and convictions of moving traffic violations provide 
an index of the chance of involvement in an automobile accident in 
the future . This is supported by the facts developed in a 1958 
driver record study conducted by the California Department of Motor 
Vehicles in which a sample of nearly 100,000 operators' records 
was analyzed. Statistics indicated that, over a thr ee year period , 
only 54% of California drivers had a record free of convictions for 
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moving traffic violations and free of accidents . 
The study further pointed up a definite relationship be-
tween the number of convictions in a driver's record and the number 
of accidents he is likely to have . For those who had no convictions 
during the three year period there were nine accidents per one hun-
dred drivers; for t hose who had one conviction there were nineteen 
accidents per 100 drivers; for two convictions there were 27 acci-
dents per 100 drivers; those with three convictions had an acci-
dent rate of 35; and the group with five or more convictions had 
55 accidents per 100 drivers. This last group caused six times 
as many accidents as those who faithfully observed the motor vehi-
cle laws • (50) 
The Safe Driver System was introduced in California 
for a number of reasons. First of all, automobile insurance rates 
in California were deemed adequate and adequate rates were essential 
to be able to give the safe driver a substantial discount . Secondly, 
the state motor vehicle department 's official records of accidents 
and convictions were readily available. Thirdly , the plan could 
be introduced without prior approval of any state supetvisory author-
ity and modifications could be made readily and without delay. 
Finally, ther.e were more private passenger automobiles in Cali-
fornia than in any other state with a representative cross section 
of all types of communities so that it would be possible to obtain 
-
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a credible volume of exnerience for evaluation of the plan in a 
minimum time . 
(51) 
The purpose behind this merit rating plan was twofold . 
Primarily the stock insurance companies were interested in re-
capturing some of the automobile business they had lost to specialty 
companies writing at low rates. It was hoped that the plan would 
produce more competitive char ges which would attract better classes 
of risks. Also, this s.vstem was expected to encourage greater 
driving safety by rewarding the careful driver while at the same 
time penalizing the motorist who was continually at fault in 
motor vehicle accidents . 
Although it's too early to tell whether or not the plan 
will accomplish what it was designed to do, James M. Cahill, secretary 
of the National Bureau of Casualty Undervrriters made these comments 
in a speech before the California Association of Insurance Agents 
in December 1959: 
The general indication is that the plan is working 
quite well. It should operate on a balanced basis 
.because enough additional dollars will be collected 
through the substantial surcharges on risks with 
bad motor vehicle records to about offset in the 
aggregate the rate credits allowed to the risks with 
good records . Not only will this treat indivi dual 
risks in a more equitable manner, but it should 
tend to strengthen the market for all categories 
of risks. The carriers have always been willing 
to write the good risks; they will want to write 
those entitled to the 20% credit but the,y should 
also be more willing than heretofore to write 
~---~----
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the remaining risks for the reason that they will 
now get a rat e more commensurate with the knovm 
hazard of the risk . But best of all, this plan 
should encourage more careful driving to the 
benefit of all people on the highways. 
MOTOR VEHICLE RESPONSIBILITY LAWS 
The most widespread method used today to protect the 
public against the acts of the irresponsible motorist is the 
Notor Vehicle Safety or Financial Responsibility Law. This type 
of legislation is effective in almost 90%of the United States . 
Although each state's act has s ome minor differences, all laws 
are basically the same attempting to make avai lable financial re-
dress to the automobile accident victim . To illustrate how they 
work, let's examine the Ohio law . 
The security type Safety Responsibility Law became effec-
tive in this state on March 1, 1953 . It provides that the driver 
of a motor vehicle involved in an accident must report it to the 
Registrar of Motor Vehicles in ~Titing wi thin five days. Receipt 
of the report by the Registrar starts a reaction which ultimately 
ends in the revocation of the financially irresponsibl e driver's 
license and owner's r egistration, regardless of whether or not he 
is at fault . 
Within twenty days of the receipt of the report, the 
Registrar, on the basis of the information contained t herein, makes 
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an administrative determination as to the amount of security suf-
ficient to satisfy a~ judgments for damages resulting from the 
accident, without reference to fault, that may be recovered. When 
this determination is made, each party to the accident is notified 
as to the amount of security he must deposit in order to avoid sus-
pens ion of his driving privileges . If within ten days thereafter 
neither the driver nor the owner complies with the Registrar's 
notice by depositing the security required, the Registrar must 
suspend their operator's licenses together with the registrations 
of all motor vehicles appearing in either of their names. 
The law provides that deposit of security is unnecessary 
for the driver or owner involved in an accident if either is covered 
by liabilit,y insurance . To be adequately covered the policy must 
provide for bodily injury liability limits of $5,000 one person, 
$10,000 each accident and a property damage l~mit of $5,000 . Also, 
no security deposit is necessary if no other than the driver of the 
motor vehicle involved in the accident was injured or if at the time 
of the accident it was driven without the owner's consent. 
The purpose of the security deposit is to assure the 
satisfaction of judgments in actions that may arise from an ac-
cident. Should a judgment remain unsatisfied, the judgment creditor 
may request the Clerk of the Court rendering it to forward a certi-
fied copy of it to the Registrar, who, upon receipt thereof, 
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suspends the license and registrat ion of the debtor until the 
judgment is satisfied. (52) 
Advantages of Security Responsibil ity Laws 
Proponents say tha t a Security Responsibility Law is 
primarily intended to control the damage done to persons and pro-
perty by a reckles s and criminal mi nority . To accomplish this 
purpose it sets up simple legal machinery whereby the state can 
denrive of the use of the highways those operators who have demon-
strated that t hey are an actual or potential menace t o their fellow 
motorists and to the public in gener al until the public is pro-
tected against damage caused by t heir f uture use of the highways . 
Therefore, this type of law is designed to reach the smal l minority 
of irresponsible motor vehicle oper ators who cause most of the 
acc i dents . 
Another claim for t his ~e of law is that since it oper-
ates immediately upon the occurrence of an accident and s i nce it is 
invoked in every case a gainst the uninsured motorist, it furnishes 
a str ong incentive to insure . Thus it avoids the stigma of compul-
sion while inducing the great ma jor ity of automobile owners to 
ha t t . (53) pure se pro ec 1on. 
Finally, advocates of a responsibility law contend that 
it encourages highway safety . Since the driver of an automobile 
is aware of the fact that his driving privilege may be s uspended 
~-------------------------~--------- ' -
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if he is involved in an accident and unable to post security, he 
is inclined to operate his vehicle carefully . 
Disadvantages of Sectrrity Responsibility Laws 
Critics of the law emphas ize that it does not require 
a motorist to carry insurance prior to an accident . They stress 
this point strongly, arguing that the victim of an uninsured, 
financially irresponsible motorist gets little comfort from the 
fact that the one who struck him down may have his license suspended 
or be required to carry proof of financial responsibility in the 
future . (54) 
Another criticism is that since the effectiveness of the 
I 
law depends upon its moral effect on car owners , the responsible 
tend to insure while the irresponsible continue without coverage. 
There will always be a minority, impervious to moral suasion, who 
will not insure until compelled to do so . This minority group con-
sists of those people who are least financially responsible . C55) 
Other critics state that when an individual is injured 
by an automobile, the pressing need is for immediate f inancial help . 
An insurance plan would provide this by paying necessary hospital 
and medical bills . The right to bring a law suit is valueless, 
they say, if it is going to take three or four years to obtain 
satisfaction. 
Finally, opponents of Security R espons ibili ty Laws say 
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that this iqrpe of law does not promote highway safety . They point 
out that if an incompetent driver is able to pay for past damage 
and furnish proof of financial responsibility, he may continue to 
drive. They reason that the operation of the law may actually be 
detrimental to safety since it fails to keep this type of driver 
off the road . (56 ) 
STAGGEFING MOTOR VEHICLE REGIS'ffiATIONS 
At present, registrations of all m0tor vehicles bearing 
Massachusetts license plates expire at midnight on December 31 
each year, and by law so do the compulsory insurance policies 
issued on such vehicles . To improve the administration of the 
system, proposals to elim"nate this common expiration date in favor 
of some other date or to stag~er registration expirations as is 
done with license renewals have been presented to the Legislature 
for years . 
Advantages of Staggered Registrations 
The proponents of such a plan claim that the December 31st 
date is inconvenient fr om a financial standpoint with insurance 
premiums and registration fees coming due in addition to holiday 
expenses . Also th~ say it creates an excessive work load for the 
Registry of Motor Vehicles and the ins1!llr'ance companies, insurance 
agents , and brokers during the closing weeks of the year . Staggered 
---·-
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registrations would even out the load. 
Disadvantages of Staggered Registrations 
The most vociferous opponent of any change is the Registry 
of Motor Vehicles . In s pite of the fact that the Registry is now 
in the process of mechanically staggering the renewal of driving 
licenses by birth dates, Regis trar Clement A. Riley contends that 
it would not be feasible to do so with registration renewals . First 
of all, any change over would take a few· years to work out during 
which time administrative aspects of the registration and instrrance 
system would become qni te burdensome. Undoubtedly many mistakes 
would be made . Second, the Department of Corporations and Taxation 
is opposed to any change in the expiration date on the grounds that 
it would greatly complicate the processing of excise tax bills on 
motor vehicles much to the dissatisfaction of city and town officials 
throughout the Commonwealth . Finally, it is said that there would 
well be a s izeable increase in the number of non-registered and un-
insured cars on Massachusetts highways . Under the present system 
there is virtually no problem in this respect because all car owners, 
prior to putting their vehicles on the road each January lst, must 
renffi~ their r egis trations and display either new registration plates 
or windshield stickers certifying that the vehicle has been properly 
registered . Further, as a condition precedent to registering a 
-------
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vehicle, the owner's application must show the official stamp of 
the company which has issued a compulsory insurance policy on the 
car for the coming year (unless the owner chooses one of the other 
means provided by law to prove evidence of financial responsibility). 
In this manner , police and Registry inspectors can tell at a ~lance 
. (57) 
whether or not a car has been properly lnsured . 
CONCLUSION 
In this chapter I have outlined some 9f the more impor-
tant proposed changes to our compulsory law along with advantages 
and disadvantages of each . MY purpose was to be as objective as 
possible so that in each instance the reader might, if he wanted, 
come to his own conclusion about any particular proposal. In 
every case only highlights were presented and only those opinions 
of reputable critics were given so as not to confuse the issue . 
]W own feeling is that none of the recommended changes 
would substantially reverse the trend of increasing claim frequency 
and compulsory cost in this Commonwealth. The r eas on is that they 
wouldn't attack the underlying cause of the system's problem. 
Of course merit rating is the only proposal that we actually ex-
-l~ perienced in 1~ssachusetts . It did have some beneficial effect 
-:l- Our experience with the Family Protection Endorsement so far is 
negligi ble . 
~·--~------~~----------- -----
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which I have already discussed, but its life was a short one . 
This change was repealed just a few years after it passed the 
Legislature . 
As for the other proposals , their effect would only be 
guesswork. True they may have proved satisfactory in other states 
but that's not conclusive evidence that they would prove satisfactory 
in "lassachusetts . Each state has its own peculiarities and must 
handle the problem of the financial responsibili~ of motor vehicle 
operators in its own way . For example, a system that might be suit-
able in Wyoming because of driving conditions , rules and regulations 
there might be entirely unsuitable in this state . 
To get back to the underlying cause of the trouble, 
remember this . Until an accident occurs there can be no adverse 
effect on the compuls~ system including its rates and claim fre-
quency experience . Therefore, the approach toward improvement 
should be the reduction of automobile accidents . If they diminish, 
it logically follows that most of the dissatisfaction we find with 
our compulsory system should disappear. Along t his line rolf final 
chapter will pr esent a consideration of some ways and means that 
could be used to increase highway safety . 
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CHAPTER IV 
HIGHVfAY SAFETY - A SOLUTION TO CO!lPULSORY 
INSURANCE PROBLEMS 
One of the most tragic set of statistics this Common-
wealth has to offer is the one that points up the number of auto-
mobile accidents and deaths caused on our highways each year. 
Puring 1958 for example, more than 86,000 men, women and children 
were injured and more than 500 were killed in Massachusetts motor 
vehicle mishaps. This state, in terms of persons hurt, has the 
fourth highest accident toll in all of the United States. It is 
preceded only by New York, California and Illinois which have 
from two to four times the cars on the road that we do.C 5B) 
In the eight years from 1950 through 1957 nearly half a 
million persons were injured on Massachusetts highways, more than 
two-thirds the total population of Boston. Nearly as appalling as 
this record itself is the seemingly vast indifference with which we 
permit such suffering and loss of l ife to exist and to mount to 
higher and higher levels as each year. passes. 'Ihe regrettable 
fact is that we seem to become aroused and indignant only when motor 
vehicle injuries bring an announcement by the Insurance Commissioner 
of an increase in the compulsory insurance rates. If we were only 
half as outraged about rising deaths and injuries as we are against 
rising insurance rates, and if we applied our energy to demands for 
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affirmative action in this direction, there would be far fewer rate 
increases in the first place . 
Insurance rates r epresent t he dollar cost of the motoring 
public's negligence . They are not pulled out of a hat but are 
arrived at after long and painstaking mathematical processes . We 
must, therefore, realize that insurance rates cannot be reduced 
until accidents are first reduced . The motoring public, the pedes-
trian public, law enforcement agencies and the Stat e Legislature 
must all cooperate to this end . The only way to improve the record 
is for all of these forces to direct their efforts towards stern, 
impartial , and sweeping enforcement of highway safety. 
MASSACHUSET'IS HIGffi\IAY PA'IROL 
One of the best suggestions made for controlling highway 
death and injury is that an organization be established with the 
sole function and exclusive responsibility of continuous patrol of 
the main highways between cities and towns of the Commornvealth . 
This force would consist of specially trained personnel using the 
most modern equipment and devices necessary for accident investi-
gation, speed control, communications , traffic supervision and 
accident prevention. It would provide the strict and continuous 
law enforcement required on all major highways and at the same 
time i t would relieve the Registry of Motor Vehicles and State 
Police of this enforcement function permitting them to direct 
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their attention to other needed areas . 
gperation of t he Patrol 
The operation of the Patrol would in no way conflict 
wi th the duties of other state or local author ities but would in-
stead r emedy the poor arr angement that we have now. At present, 
the public highways are patrolled ~ the State Police, Registry of 
Motor Vehicles , Metropolitan District Commission, Massachusetts 
Turnpike Authority and various toll authorities and local pol ice . 
The res 'J.lt of this diversified enforcement is a lack of communica-
tion, non- uniformity of arrest for s imilar violati ons and over-
lapping authority . ~ allowing one or ganization to s upervise high-
way control, such activity would become centralized and non- con-
currency would no longer exist . In addition there would be greater 
coordination vdth local authorities who would have to deal with 
only one state agency . C59) 
The recent r equirement of the Massachusetts Turnpike 
Authority to establish an exclusive patrol on that turnpike is 
evidence that specia lized enforcement on major hi ghways is warranted 
and can operate effectively . Certainly on the more congested r outes 
such as 1, 9, 128, etc . there is great need to enforce the rules of 
the road. This was recognized by the Massachusetts Special Commis-
s ion t o study the Structure of the State Government which said in 
March 1952 : 
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Highway enforcement work is not now coordinated . 
It would be much more effective i f adequate 
steps were taken to see that all important 
highways were properly policed, i nstead of some 
roads being overpatrol led and others under-
patrolled . This could be accomplished qy mer-
ging all of the enforcement work on the state 
highways under a single head . (60) 
~.[ethods of Financing 
'!here is little doubt that the establishment of a High-
way Patrol would make for tighter enforcement of the highway laws 
and regulations . But, one mi ght ask, how would such a system be 
financed? 1Nell, it could be done in one of two ways. State ap--
propriations could be used , or better yet, small additional license 
fees could :be r~quired . 'Ihe present license fee in Massachusetts 
of $S. 00 for a two year period is paid for by better than 2 million 
people . ~ increasing this fee to $9. 00 the additional monies 
collected could be used to maintain the organization. This woQ_d 
provide a fund over $4, 000, 000 a year which should be sufficient 
to support a force of fr om 350 to 400 men . No one will argue the 
fact. that this is a small amount for the motoring public to spend 
to maintain an a gency that would work round the clock to protect 
people against death or injury on the highways . And also, should 
it prove successful it would return its cost maqr times over qy 
reductions in compulsory insurance premiums . 
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LICENSE SUSPENSIONS FOR SPEEDING AND INTOXICATION 
Statistics have shown that two things above all others 
stand out as causes of motor vehicle accidents -- speeding and 
driving under the influence of liquor . Both offenses must of 
necessity be dealt with severely . Unfortunately, up to the present 
time adequate penalities exist only in connection with driving 
while intoxicated . In this area not only are fines and imprison-
ment possible, but also it is mandatory that the Registrar of 
Motor Vehicles revoke an operator 's license for one year on the 
f t . t" d f f" th d . t " (6l) irs conv1c 1on an or 1ve years on e secon conv1c 1on. 
While it may be said that speeding is not nearly so 
serious an offense as drunken driving, it is a far more critical 
problem since there are so many more speeding drivers than drunken 
drivers . Existing law does not make it mandatory that speeding 
result i~ loss of license until a driver has been convicted three 
times in one year, then the suspension period may be as short as 
30 days. True, the Registrar has used discretion in suspending 
licenses before the third conviction but the fact that he is not 
required by law to do so leaves him open to rebuke . This situation 
can be remedied qy the Legislature whos e duty it is to effect 
speeding conviction laws that have real meaning . 
Speed Limits 
Speed limits in cities , towns and on state highways are 
established by engineerine studies, advertising and public hearings . 
The procedure followed is under the jurisdiction of t he Departm3nt 
of Public Works . In areas where specific limits have not been •3s-
tablished, speeds that are r easonable and proper for existing CJn-
ditions govern . For example, on Route #128 a speed of 50 miles 
per hour would not be considered excessive if driving conditions 
were perfect, but a rate of 25 miles per hour would be unreason~ble 
and improper if the road was covered with ice and traffic was slow 
moving. Actually police throughout Massachusetts generally all·JW 
a tolerance of five miles per hour above speed limits and even 9ight 
miles per hour is allowed on modern highways . (62 ) 
Radar studies by the Public wl orks Department have sh01rm 
that about 15% of all motorists exceed the speed limit, another 
10% travel at the limit, and the remaining 75% proceed at speeds 
below the limit . The 15% group is at all times made up of diff9r-
ent motorists and is about the same percentage as the national 
average . Based on these and other figures some very interesting 
facts come to light . Over 2,000, 000 people had drivers licenses in 
the state in 1957 . That would mean that more than 300,000 persons 
were constantly exceeding the speed lirni ts . But, during t hat year, 
only 9544 licenses were suspended or revoked and of t his number 
Reeistry records show that 9337 suspens ions and revocations were 
due to liquor violations . This means that speeding convictions 
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during one entire year resulted in the loss of driving privileges 
for only a few hundred people . (63 ) The situation seems quite 
absurd and shews that we have been permitting the speeding motor--
ist to remain on our highways causine; death and destruction with 
little reprobation. 
Enforcement in Other States 
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Other states have successfully coped with this proble:n through 
legislation and strict law enforcement . Connecticut, for example , 
has laws whereby drivers automatically lose their licenses for 30 
days on the first conviction of speeding and 60 days for the 
second conviction. (64) New Jersey has recently inaugurated this 
type of system and in both states there has been a sizeable drop 
in highway death and injury while the opposite has been true in 
Massachusetts and most other states . 
It logically follows that t his state must deal more 
harshly with convicted speeders than it has ·Up to now . A law pro-
viding for automatic suspens i on of driving privileges upon first 
conviction should be passed . 'Ihe length of suspension should be 
left to the discretion of the Registrar within limits and should 
depend upon driving conditions at the time of the offense, extent 
of violation, previous offenses, and injury or death caused as 
the result of the violation. Other states have demonstrated th1~ 
effectiveness of statutes of this type . To work properly, however, 
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it must be coupled with a strict "no-fix" enforcement system. This 
we consider next. 
NO-FIX 'IRAFFIC ENFORCEMENT 
The cornerstone of any system that tries to control high-
way safety is 11 no-fix 11 traffic enforcement, for it does no good to 
apprehend a violator and to give him a ticket which vrith little ef-
fort aan be "taken care of" so that no blemish appears on his re:::ord. 
The Highway Patrol and laws for license suspension for speeding 
and intoxication cannot work effectively where ticket fixing is 
available. The seriousness of this condition in Massachusetts is 
pointed out by one police official who estimated that 50% of all 
traffic tickets are fixed before the case reaches trial and by 
Judge MacLeod of the Chelsea District Court who has voiced his :>p-
inion that the number of defendants in court is far less than the 
. (65) 
number to whom tickets are given by the pollee . 
The New Jersey System 
The state of New Jersey faced this same situation almost 
ten years ago before it placed in effect a no-fix system which :1as 
worked successfully. ·wben a motorist is apprehended for violating 
the highway laws, the policeman fills out a traffic ticket in 
quadruplicate. The original goes directly to the traffic court. 
One of the three copies goes to police headquarters, another go<9S 
to the offending motorist and the t hird is retained by the polieeman. 
'Ihis way, before a ticket can be "fixed", three copies must be des-
troyed, admittedly a difficult thing to do . Also, books of tickets 
that are issued are under the control of the court with each tieket 
numbered consecutively . A policeman must account for every ticket 
issued to him whether lost or damaged . Once one of these tickets 
is filled out and handed to a motorist , it becomes the property of 
the co1lrt and any attempt to "fix" it from that point on is regarded 
as a prima facie case of contempt of court . <66 ) 
Results show that New Jersey's r ecord for bodily injw~y 
claim frequency has been twice as good as that of Massachusetts . 
Since the system began in 1949 this has been about 3%. In Massa-
chusetts claim frequency has been about 7%. (6?) True, there may 
be other reas ons for some of the difference but part, at least, 
is undoubtedly due to 11 no-fix 11 traffic enforcement . 
Such a program is recommended for all states by the 
American Bar Associations and is in effect not only in New Jers ·8Y 
but also in a majority of the cities and towns in New York, Michi gan, 
and Illinois . 'I'he problem in this state is getting such a program 
through the Legislature since there are differences of opinion ~n 
the advisability of adopting a stern 11 no-fix 11 safety enforcement 
law. Apparently some legislators feel tha t rna~ of their con-
sti tuents would be against such a measure . However, the primary 
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consideration should be the success such a system has had elsewhere . 
Having failed s o far, Massachusetts must adopt whatever methods 
are available to reduce accidents and the cost of accidents in 
death and suffering, as well as in insurance rates. 
'IESTS FOR INTOXICATION 
Driving under the influence of alcohol is a serious 
problem and one that cannot be easily controlled . Although it's 
a matter of record that liquor has been the cause of many motoring 
accidents, law enforcement officials have experienced considerable 
difficulty in obtaining convictions in such cases . It seems that 
before a policeman can gain enough proof to submit as admissible 
evidence in court that a driver had been intoxicated, the condition 
has passed and the chance to prove guilt is gone . 
On the Spot Examinations 
The only way to overcome this is by permitting an officer 
who has reasonable grounds to believe that an operator is intoxi-
cated the right to require him to take an on the spot chemical test 
by which his blood, urine or breath is analyzed . Refusal to sub-
mit should automatically r esult in loss of operating privileges . 
Only in this way can drunken driving offenders be properly prose-
cuted, for the extent of alcohol in the blood determines the degree 
of violation. Although there exist variations in different indi-
vidual tolerances, the following criteria are generally accepted: 
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.05% and under, alcohol in blood - "not legally inflwmced." 
.05% to .14%, alcohol in blood- "evidence of impairment." 
(68) 
.15% and over , alcohol in blood - 11under the influencE~ . 11 
No one will question the fact that alcohol has a dulling 
effect on an individual's senses and that it can be the cause of 
extremely serious mishaps . In fact, the National Safety Council 
Report of 1956 stated that one out of every four drivers involved 
in fatal accidents had been drinking. (b9) Chemical tests should 
be employed to help correct this condition. They are now condueted 
by enforcement agencies in 27 states and have proved especially 
effective in convicting the drunken driver and getting him off -·~he 
highways. Massachusetts should take heed and should provide i t~l 
law enforcement agencies with this means to apprehend the f ellm; 
who believes in having 11 one more for the road . 11 
PE'DES'IRIAN CONTROL 
In recent years a number of proposals have been filed 
in our Le gislature which would permit cities and towns to vote on 
the adoption of anti-jaywalking laws designed to control pedes~·ian 
use of the public ·ways . Under these proposals, pedestrians would 
have the right of way where t here is no traffic signal. In thickly 
settled or business districts pedestrians would be subject to 
established controls for crossing safely. Violations would be 
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punishable qy a fine of $1 . 00 , but conviction would not constitute 
a criminal offense. So far all bills have been rejected on the 
grounds that it would be a practical impossibility to enforce their 
requirements , particularly in the larger cities where pedestrians 
crossings are so numerous. (70) 
This is an area where control is sorely needed for too 
often a jaywalking pedestrian will cause an accident. One need go 
no farther than downtown Boston on a business day to see numerO'lS 
pedestrian violations. Fortunately here traffic moves slowly enough 
and drivers are watchful enough so that few injuries result. In 
other places, though, pedestrians and motorists are not so luc~r . 
Pedestrian Control in Other States 
Throughout the entire country Massachusetts is only one 
of a half dozen states without permissive legislation authorizing 
cities and towns to control jaywalking. As a result of pedestrian con-
trol laws the cities of Seattle, San Francisco, Los Anr-eles, Dallas, 
Cincinnati, Chicago , Detroit, New York, and Washington, D. C., to 
mention only a few, have, per capita, half as maey pedestrjan fatal-
ities as Boston. Another astounding statistic is one compiled 
by the Registry of Motor Vehicles for 19.57 which shows that in this 
Co~monwealth 18.5 out of .591 fatal accidents, 3.5 percent, involved 
pedestrians . Certainly we need no more evidence to make it clear 
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that jaywalking control must be considered as an integral part of 
an accident reduction program. Lawmakers should realize t his and 
pass enabling measures so that cities and towns might take steps 
necessary to control effectively pedestr ian violations.( 7l) 
DRIVER EDUCATION 
Over the years accident statistics have proven that the 
poorest drivers are the Class II or under 25 year old group . In 
1957, for example, this class represented only 11.8% of all Uassa-
7~(72) . 
chusetts car rn~ners, yet caused 24 .8% of all claim losses . 
This is no doubt due to the fact that young motorists have neither 
the maturity , experience, nor sense of caution behind the wheel 
that older drivers possess . 'These take time to acq1l ire but fortu-
nately can be helped along by driver trainin~ courses , many of which 
are now operative in Massachusetts . Durinf the same year , 1957, 
under 25 drivers with driver training certificates constituted 
2.4 percent of all private passenger car operators and were resp)n-
' bl f 3 3 t f 11 · t p_ as senger car clal·m losses . ;<-( 73 ) Sl e or • percen o a orlva e 
At least this was a better record than that of the youn2' driver who 
had not had driver education . '1he ability of such training to reduce 
* Thes e relationships o number of under 25 drivers to total ac-
cidents are typical of the last decade . 
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the accident rate of the Class II group has been recognized by the 
insurance comuanies who allow substantial premiums credit for a 
young operator ~~than accredited training certificate . 
Extent of Driver Education 
Still there ' s more that can be done in this area . Driver 
education is not available to everyone . Facilities should be pro-
vided so that all high school students would have the opportunity 
to take a training course as part of their curriculum. Such a course 
should include at least 30 hours of clas sroom instruction in safe 
driving followed by a minimum of 6 hours of supervised instruction 
behind controls of a practice driving car. Instructors should be 
thoroughly tested for driving ability, instructi ''nal aptitude and 
safety habits . 
Department of Education fi gures show that there are approxi-
mately 250 high schools in the Commonwealth with a senior enroll-
ment in excess of 40, 000 . During the year 1959 approximately half 
f th . b . d f f dr " t . . (74) o lS num er recelve some orm o lver ralnlng . Should 
such instruction be made available to all eligible pupils, finan:ing 
would not be difficult . Each enrollee could be required to pay a 
:IP5 . 00 fee to which there would be little objection considering be 
compulsory insurance cost r eduction res ulting when the course had 
been completed . In addition, maey high schools receive their dual 
control cars fre~ of charge from civic minded automobile dealers 
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in their locality . Each school could attempt to have public 
spirited merchants in its own area donate a vehicle . 
Results of Driver 1ducation 
Results of driver education have pr oved most beneficial 
throughout the country . This was demonstrated in a recently com-
pleted analysis by the Committee on Safety Education of the National 
Education Association involving studies of 14 state and 14 city 
programs . It was found that motorists who were graduates of a t.igh 
school course in driver Gducation had fewer accidents and violations 
than operators with no such training and also that those who corrpleted 
a course in classroom and practice driving instruction generally 
were found to have had a better record than drivers whose courses 
were limited to classroom instruction only . (75) 
RE-EXAMINATION OF DRIVERS 
Under present practice issuance of a license by the Re-
gistrar of Motor Vehicles is good for life unless sooner suspended 
or revoked for violation of law. This has allowed a situation to 
develop whereby many Massachusetts drivers who should no longer be 
permitted use of the highways are still operating cars . I refer 
particularly to the older age group and to those whose physical 
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capabilities have been impaired in one way or another . This was 
pointed up by the President's Committee for Traffic Sa ety which 
stated that per iodic re- examination of all drivers is necessitated 
~ the obvious fact that a person's ability to operate a motor 
vehicle at age seventeen is no guarantee that the same ability will 
prevail at age forty-seven, fifty-seven, or sixty-seven. ( 76 ) 
Present Re- examination Requirements 
1he only instance where re- examination is now required 
is when a licens e has been revoked after conviction for certain Jf-
fenses as specified by statute . In 1957, for example, this resulted 
in tests for 6,607 operators, a very small percentage of the more 
than 2, 000, 000 drivers in t his state . (7?) There is need for a law 
which would require all motorists to under go a physical examina t:Lon 
anddriving test upon license renewal every five years . This would 
rid the highway of, those unable to meet minimum requirements for 
motor vehicle operation and would also reduce the number of accidents 
caused by such individuals . A driver 1 s licens e must be considered 
a privilege to be granted only so long as iw~ . continuance does 
not knowingly endanger the safety of the operator, other motorists, 
and pedestrians . 
Method of Financing 
The cost of physical examinations could be paid for in 
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part qy the licensee who would contribute ~1 . 00 with the balance 
borne out of state funds . Since this requirement would improve 
public safety, expenditure by the Commonwealth would be justifiable . 
At present approximately 400, 000 examinati ons would have to be done 
each year . Arrangements could be made }"fith local doctors and hos-
pitals throughout the state for thi s purpose . 
COMMUNITY 'IRAFFIC CON'IROL 
It is well recognized that the highway safety problem :Ls 
somewhat different for each community and can therefore best be 
attacked through the creation and functioning of local traffic safety 
organizations who can insist on effective law enforcement as a means 
of reducing accidents . To ma~ntain some degree of uniformity a 
statewide organization could be created, staff ed with public spirited 
citizens, for the following purposes : 
1 . To stimulate the organization of local safety groups . 
2 . To provide these groups with assistance in forming 
local safety councils and in conducting highway 
safety campaigns . 
3 . To coordinate the activities of these local groups 
so as to assure cooperation among them and to avoid 
duplication . 
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h. 'Io interpret state wide and community accident 
statistics for guidance in drawing up accident 
prevention programs . 
5. To provide assistance to towns in establishing 
reasonable speed regulations and effective en-
forcement . (78 ) 
A Program for Local Control 
The first step is to get accurate information concerning 
the traffi c hazards of the community for without such information 
a traffic safety program can become an aimless wandering . Ci tie~; 
or towns of over 10,000 population are able to participate in 
traffic safety surveys of the National Safety Council. 'Ibis Council 
will prepare reports in detail evaluating local conditions with an 
analysis of a city's or town's traffic problems submitted to com-· 
munity officials . The analysis compares the safety needs and methods 
of a locality with others of comparable size . Or private organi-· 
zations and consultants may be employed to conduct traffic safety 
surveys and to present their findings . Finally, public official:: 
can join together in a study of local problems . ( 79 ) Regardless of 
the method employed, the point to remember is that authoritative 
information must be obtained so that the facts are on hand to de-
termine what needs to be done . 
The second step is to determine the order in which traffic 
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safety deficiencies will be attacked . Concentration should be or1 
weakest spots first . These will fall into one or more of the fo~_low-
ing categories: 
A. Accident Records and Statistics 
These are essential for nearly every technical approach 
to highway safety . Each community should have a complete 
traffic accident reporting system for this information is 
used in such activities as: 
1 . Making spot maps of accident locations to show high 
frequency areas . These are used by : 
a . The traffic engineer to study possible 
forms of traffic control to reduce acci-
dents . 
b . The police as a basis for enforcement at 
the time and place where accidents are 
known to occur . 
c . 'Ibe highway engineer to determine if road-
way features are responsible for accidents 
at a given location. 
2. Keeping a record of drivers frequently involved in 
accidents for better licensing data and disclosure 
of the accident prone . (SO) 
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B. Traffic Engineering 
This has to do with control of traffic volume, traffic 
· t· d tr ff. t· thr h · · (8l) compos1 1on an a lC conges 1on oug eng1neer1ng. 
C. Highway Engineering 
Here we are concerned with road design and construction 
and safety features that might be built into highways in an 
(82) 
effort to reduce acc i dents . 
D. School Safety Education 
Safety education should be taught in early childhood 
years t o form the basis for good traffic safety habits later 
on . 1bis should be done in school as well as at home . By 
impressing upon youth the importance of good conduct at an 
early age desirable attitudes can be developed for the future . 
The final goal should be to offer a driver education course 
to all students eligible . I have already dj scussed the im-
portance of this ~pe of program. 
E. Safety Education for Adults , 
This area is concerned with the development of desirab1e 
traffic kn<JNledge, aptitude and s kill among adults. It in-
eludes driver education as a traffic control measure to in-
struct the inexperienced driver regardless of a ge . 
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F. Traffic Law Enforcement - Police 
This has become such a highly specialized aspect of the 
police profession that it requir es careful training of com-
petent personnel. It is the ver y heart of traffic accident 
prevention for a program of highway safety will fail without 
good policing . Present day methods should include . 
1 . Scientific testing for intoxication. 
2 . Detailed systems of accident investigation. 
3 . Collection, analysis , and interpretation of accide:'lt 
data . 
4. Study of accident experience so as to be able to 
select the times and places where enforcement is 
most needed . CBJ) 
G. Traffic Law Enforcement - Courts , 
In this area the following matters are important: 
1 . Individual attention to each person accused of 
a moving traffic violati on. 
2 . The observance of practices and procedures by the 
traffic court which ar e calculated to impress 
violators with respect for the judicial process . 
3. Proper evaluation by the court of adequate penal ties 
for violators, both adult and teen- age, in order to 
prevent recurrence . (84) 
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J . Bxpeditious handling of cases involving traff ic 
violators . 
H. Traffic Laws and Ordinances 
Model ordinances should be published by the state safety 
cow~ittee and t hes e should be adopted qy local communities. 
This would replace existinr rules which are often outdated 
and would provide for uniform traffic regulation for towns in 
0 0 ( 85 ) 
close pr OXlffil ty . 
I . Pedestrian Safety 
The medium through which most can be done to improve 
pedestrian safety is education. This can be accomplished ~r 
means of posters, s igns, newspaper releases and radio and 
television programs which warn pedestrians of the importance 
of observing good highwa'i habits . Also, good local government 
should provide improved sidewalk and street facilities , inter-
section design, signal lights and street markings so as to aid 
both driver and pedestrian. 
J . Public Support and Informati on 
A progTam of this t ype must have pu"blic suuport for the 
creation of favorable opinion and an acceptance of what is 
being cbne . The media of public information is the method by 
whjch traffic safety facts , materials and promotional ideas can 
be brought to the public . Newspaper, radio, and television 
and other advertising methods are all available for local 
participation in traffic safety programs . They are invaluable 
(86) 
aids to traffic accident prevention. 
Now that various areas have been considered and set up in 
priority .form, they should be vigorously approached . At all times 
the people must be told of accomplis hments and tas ks still remain-
ing to be done . This is the third step in the program and it is 
the only s ound way to build public acceptance and s upport for traffic 
safety . In addition, every communit;y has individuals and organi~:a-
tions that would be willing to help if t hey only knew what to do . 
By keeping these people informed they may be made to work for traffic 
safety in an active way by forming their own public support projects. 
This assistance could prove invaluable . 
I have outlined steps a community might consider in under-
taking a traffic safety program. Other procedures are just as good 
if they are earnestly supported and judiciously followed . After all, 
r~sul ts are the important thing and these depend not so much upon 
technique but upon desire to reduce accidents . 
SUMUARY AND CONCLUSION 
'!his paper is my attempt to explain compulsory automobj_le 
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liability insurance in Massachusetts, its operation, its objection-
able features, and alternative plans . To review briefly -- the 
system came into being in 1927 for the purpose of assuring indemni-
fication for persons injured as a result of highway accidents. It 
requirea Massachusetts motor vehicle operators, as a condition Fre-
cedent to vehicle r egistration, to provide evidence of financial 
responsibility, usually by means of an insurance company liabilit,y 
policy, with minimum limits of $5, 000 for bodily injury to one 
person and $10,000 for bodily injury in any one accident . 
The Insurance Commissioner of the Con~orrwealth is the 
individual most concerned with the system's operation. Primarily 
he is responsible for establishing the compulsory rates which have 
become such a controversial issue . As a result of increasing ac-
cident frequency and inflation, these charges have mounted almost 
every year without exception. Now they are at a point where the 
public, on the one hand , finds them most onerous while, on the 
other hand, insurance companies find them quite inadequate . Thi:3 
rate issue has become a political football and has led the Legis·-
lature to cons ider other met hods to modify or entirely r eplace the 
Compulsory Law. Generally speaking, thes e alternatives are in 
some ways better and in other ways worse than our present plan. 
I have concluded that the compulsory system itself is 
not the cause of the trouble . True, it undoubtedly has certain 
features that can be improved . Actually, the real problem sourGe 
is the number of accidents that occur on Massachusetts roads. Al-
though these will never be completely eliminated, they can be sub-
stantially reduced . I have outlined s ome important things that 
can be done to improve highway safety . To be sure , there are 
others as well. 
The whole situation boils down to one key factor . 'I hi~: 
is a willingness or lack of it on the part of the Massachusetts 
public to cooperate in an ef fort to reduce accidents . Unless a 
majority of the people pitch in to help, little will be accomplished 
and whether the system is compulsory insurance or any other it 
will prove unsatisfactory . Unfortunately , past experience has shown 
a lack of positive action. Citizens of this Commonwealth have done 
little more than curse and complain apparently expecting the system ' s 
problems to solve themselves . Should this lethargic attitude con-
tinue , what will hapoen in the fut ure is anybody ' s guess . 
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APPENDIX A 
Selected Sections of 
AN ACT REQUIRIFG O'VNER.S OF CER TAIN MOTOR VEHI CLF.S AND TRAILERS 
TO FURNISH SECURTTY FOR THEIR CIVIL LIABILITY ON ACCOUNT OF 
PERSONAL I NJURIES CAUSED BY THEIR MOTOR VEHICLES AND TRAILERS . 
SECTION 1. Chapter ninety of the General 1aws is here-
qy amended qy inserting after section on~ the following new section : 
Section lA . No motor vehicle or trailer, except one owned by the 
Commonwealth or any political subdivision t hereof or by a corpora-
tion subject to the supervision and control of the department of 
public utilities, or by a stree t railway company under ~ublic con-
trol, shall be re gistered under sections two to five, inclusive , un-
less the application therefor is accompanied by a certificate as 
defined in section t hirty-four A. 
SECTION 2. Said chapter ninety is hereby further amended 
qy insertins; after section thirty-four the following nine new sections: 
Section 34A. The following words , as used in sections t hirty-four A 
to thirty-four I, i nclusive, shall have the following meanings: ·--
"Certificate", the certificate of an insurance company authorized 
to transact the business specified in subdivision (b) of the sixth 
clause of section forty-seven of chapter one hundred and seventy·-
five, stating that it has issued to the applicant for re gistration 
of a motor vehicle or trailer a motor vehicle liability policy which 
covers such motor vehicle or trailer, conforms t o the provisions 
of section one hundred and thirteen A of said chapter one hundred 
1.51 
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and seventy-five and runs for a period at least coterminous with that 
of such registration; or the certificate of a surety company authori-
zed to transact business under section one hundred and five of said 
chapter one hundred and seventy- five as surety, stating that a motor 
vehicle liability bond, payable to the commonwealth which covers such 
motor vehicle or trailer, conforms to the provisions of said section 
one hundred and thirteen A, and runs for a period at least coter--
minous with such registration, has been executed by such applicant 
as principal and by such surety company as surety; or the certif:Lcate 
of the division stating that cash or securities have been deposited 
with the division as provided in section thirty-four E. "Motor 
vehicle liability bond", a bond conditioned that the obligor shall 
within thirty days after the rendition thereof satisfy all judgments 
rendered against him or against any person responsible for the opera-
tion of the obligor ' s motor vehicle or trailer with his express cr 
implied consent in actions to recover damages for bodily injuries, 
including death at any time resulting therefrom, sustained during the 
term of said bond by any person other than employees of the obligor 
or of such other person responsible as aforesaid who are entitled to. 
payments or benefits under the provisions of chapter one hundred and 
fifty- two, and arising out of the ownership, operation, maintenance, 
control or use upon the ways of the commonwealth of s uch motor vehicle 
or trailer to the amount or limit of at least five thousand dollars 
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on account of injury to or death of any one person, and, subject to 
such limi ts as respects injury to or death of one person, of at least 
ten thousand dollars on account of any one accident resulting in 
injury to or death of more than one person . 11Mo tor vehicle liab:Lli ty 
policy", a policy of liability insurance which provides indemnity 
for or protection to the insured and any person responsible for the 
operation of the insured 1s motor vehicle or trailer with his express 
or implied consent as:r,ainst loss by reason of the liability to pay 
damages to others for bodily injuries, including death at any time 
resulting therefrom, sustained during the term of said policy by any 
person other than employees of the ins ured or of such other person 
responsible as aforesaid who are entitled to payments or benefits 
under the provisions of chapter one hundred and fifty-two and arising 
out of the ownership, operation, maintenance , control or use upon 
the ways of the commonwealth o.f such motor vehicle or trailer to the 
amount or limit of at least five thousand dollars on account of injury 
to or death of any one person, and , subject to such limits as respects 
injury to or death of one person, of at least ten thousand dollars on 
account of any one accident resulting in injury to or death of more 
than one person . Section 34B. The registrar shall accept a certi-
ficate as defined in section thirty- four A from aey person applying for 
registration of a motor vehicle or trailer . Said certificate of an 
insurance compaqy or of a surety company shall be in a form prescribed 
by the commissioner of insurance, shall state the rate at which and 
classification under which the motor vehicle liability bond or policy 
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referred to therein was issued, the amount of the premium therecn, 
shall contain a certification by the company issuing the policy or 
acting as surety on the bond, or a duly authorized a~ent thereof, 
that the premium charged thereon is at the rate approved qy the com-
missioner of insurance and such other information as said commissioner 
may require . A duplicate of said certificate shall be filed with the 
refistrar by the company issuing the same within five days there-
after . An insurance or surety company issuing a form of certificate 
other than that auproved by the commissioner of i nsurance or failing 
to file a duplicate thereof with the registrar shall be punished by 
a fine or not less than fifty nor more than five hundred dollars. 
The certificate wh:i ch the division shall issue upon receipt of cash 
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or securities under section thirty- four E shall be in such form and 
shall contain such information as the division may fix . vvhoever issues 
or alters without authority or forges any certificate as defined in 
sect ion thirty- four A or duplicate thereof or issues such certificate 
or duplicate thereof knowing that the policy or bond therein described 
has not in fact been i s sued or executed or is not in force or that 
the cash or securities have not been deposited, or whoever knowing 
that such certificate or duplicate thereof has been issued or altered 
without authority or for ed or that the policy or bond described 
therein has not in fact been issued or executed or is not in force 
or that the cash securities have not been deposited and files such 
certificate or duplicate thereof V'rith the reg-istrar shall be puni.3hed 
Jl 
by a fine of not more than one thousand dol lars or by imprisonment 
for not more than one year or both •••• Section 34E. 'Ihe applicant 
for registration may, in lieu of pr ocuring a motor vehicle liability 
bond or policy, deposit with the division cash in the amount of five 
thousand dollars or bonds, stocks or other evidences of indebtec.ness 
satisfactory to the division of a market value of not less than five 
thousand dollars as security for t he payment by such applicant or by 
any person r esponsible for the operation of such applicant's motor 
vehicle or trailer with his express or implied c onsent of all judg-
ments rendered against such a pplicant or against such person in 
actions to recover damages for bodily injuries, incl1lding death at 
any time resulting therefrom, sustained during the term of registra-
tion by any person other than employees of the applicant or s uch other 
person responsible as aforesaid who are entitled to payments or bene-
fits under t he provisions of chapter one hundred and fifty- two, and 
arising out of the ownership, operation, maintenance, control or use 
upon the ways of the commonwealth of such motor vehicle or trailt=~r 
to the amount or limit of at least five thousand dollars on account 
of any such judgment . 'lhe depositor shall be entitled to the in·· 
terest accruing on his· deposit and to t he income payable on the 
securities deuosi ted and may from time to time with the c onsent of 
the division change such securities . Upon presentation to the di-
vision by an officer qualified to ser ve civil process of an execution 
issued on any judgement against the registrant or other person respon-
sible as aforesaid, the division shall oay, out of the cash depo~: i ted 
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by the re gistrant as herein provided , the amount of the execution, 
including costs and interest, up to but not in excess of five th ou-
sand dollars. If the registrant has deposited ~onds, stocks or other 
evidences of indebtedness, the division shall,on presentation of an 
execution as aforesaid, cause the said securities or s uch part there-
of as may be necessary t o satisfy the judgment to be sold at public 
auction, giving the registrant three days' notice in writing of the 
time and place of said sale, and from the proceeds of said sale 
the division shall, after paying the expenses thereof, satisfy th\'3 
execution as hereinbefore provided when a cash deposit has been 
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made . Any payment upon an execution by the division in accordan:::e with 
the provisions of this section shall discharge its members from all of-
ficial and personal liability whatever to the registrant to the ex-
tent of s uch payment . 'lhe division shall, whenever the amount o·" 
such deposit from any cause falls below the amount required by t his 
section, require, at the option of the registrant the deposit of 
additional cash or securities up to the amount required by this 
section or a motor vehicle liability bond or policy as provided :.n 
this chapter . Money or s ecurities deposited with the division under 
the provisions of this section shall not be subject to attachment 
or execution except as provided in this section. 'Ihe division s hall 
deposit any cash received under the provisions of this section in a 
savings bank or the savings department of a trust company or of a. 
national bank within the c ommomvealth . Section 34F . If a judgment 
rendered against the principal on a motor vehicle liability bond 
or a gains t the person responsible for t he operation of t he principal's 
motor vehicle or trailer with his express or implied consent is not 
satisfied within thirty days after its rendition, the judgment c::-edi-
tor may for hi s use and benefit and at his s ol e exDens e bring an 
action in the name of the commonwealth against the surety comDa~r 
executing the bond •••• Section 34H . Immediately upon r eceiving or 
giving a ·written notice of cancellation of a motor vehicle liability 
policy or bond, the company issuing such poli.cy or executing such bond 
as surety shall notify the r egistrar in writing, who s hall thereupon, 
as well as in case such company ceases to be authorized to transact 
business within the commonwealth and in case a deposit under section 
thirty- f our E is not maintained as required by section thirty- follr D 
or thirty- four E, notify the owner of the motor vehicle or trailer 
covered by such policy or by such bond that his-r egistration s hall 
be r evoked unless he shall within five days a f ter the sending of said 
notice by the registrar file with the r egistrar a new certificate . 
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The registrar shall immediately r evoke the re gistration upon the 
failure of such owner within said five day s to file such new cer t ifi-
cate . A notice mailed by the registrar t o the addres s given on ·:he 
application for re gistration s hall be deemed a sufficient notice,, and 
an affidavit of the r egistrar or any person authorized by him t o s end 
such notice that such notice has been mailed in accordance with this 
section shall be deemed prima f acie evidence thereof . Whoever operates 
or permits to be operated a motor vehicle or trailer s ubject to the 
provisions of section one A with knowledge that the motor vehicle 
liability policy or bond or deposit r equired by the provisions of this 
chapter has not been provided and maintained in accordance with this 
chapter shall be punished by a fine of not less than one hundred nor 
more than five hurrlred dollars or by imprisonment for not more than 
one year •••• 
SECTION 3. Chapter twenty- six of the General Laws is here-
by amended by inserting after section eight the following new section: 
Section BA . There shall be a board of appeal on motor vehicle l:~abil­
ity policies and bonds serving in the division of insurance and c:on-
sisting of the commissioner of insurance or a representative to be 
designated by him, the r egistrar of motor vehicles or a represeni~­
tive to be designated by the commissioner of public works, and an 
assistant attorney general to be designated by the attorney general. 
The compensation of such a representative, if not an employee of the 
commonwealth, shall be fixed by the board, subject to the approval 
of the governor and council. 'lhe commissioner of insurance or his 
representative shall be the chairman of the board . Any member of the 
board shall have power to summon and compel the attendance and testi-
mony of witnesses and the production of books, records and documents 
and may administer oaths. Sections nine and eleven of chapter two 
hundred and thirty- three shall apply to the board and witnesses 
summoned before it . 'Ihe fees of witnesses before the board for at-
tendance and travel shall be the same as for witnesses before the 
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superior court in civil cases and need not be paid nor tendered to 
them prior to their attendance , and shall be paid by the commomvealth 
upon the certificate of the board or a member thereof filed wi tl:. 
the comptroller . An office and a room for hearings shall be pro-
vided by the commonwealth, to be assigned by the governor and ccuncil , 
and the board may employ a stenographer . 1he board, with the approval 
of the governor and council, may make and amend reasonable rules and 
regulations to expedite and regulate hearings and the procedure be-
fore it. 
SECTION 4. Chapter one hundred and seven~-five of the 
General Laws is hereby amended by inserting after section one hundred 
and thirteen the four following new sections: -- Section ll3A . 
No motor vehicle liability policy as defined in section thirty- four A 
of chapter ninety shall be issued or delivered in the commomvealth 
until a copy of the form of the policy has been on file with the 
commissioner for at least thir~ days , unless before the expiration 
of said period the commissioner shall have approved the form of 
the policy in writing, nor if the commissioner notifies the company 
in writing that in his opinion the form of said policy does not Gomply 
with the laws of the commonwealth, specifying his r easons therefor, 
provided that he shall notify the company in writing within said 
period of his approval or disapproval thereof , and provided, further, 
that such action of the commissioner shall be subject to review by 
the supreme judicial court; nor if it contains aqr exceptions or 
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exclusions as to specified accidents or injuries or causes thereof; 
nor unless it contains in substance the following provis ions: --
(1) 'Iba t the policy be subject to the provisions of sections one 
hundred and t welve and one hundred and t hirteen, as respects bot:r1 the 
owner of a motor vehicle or trailer insured thereunder and any P '~rson 
responsible for its operation with the express or implied consent 
of such owner . (2) That the policy shall not be cancelled by the 
insured unl ess the motor vehicle or trailer covered thereby has been 
transferred, lost, stolen or destroyed, or the insure ~i substi tues 
therefor a deposit of cash or securities as provided in section 
thirty-four E of chapter ninety, and that no cancellation of the policy, 
whether by the company or by the insured, shall be valid unless 
written notice is given to the registrar of motor vehicles in sueh 
form as the division of highways may prescribe at least fifteen days 
prior to the effective date of such cancellation. (J) 1hat the 
policy , the written application therefor, if any, and any rider or 
endorsement, which shall not conflict with the provisions of this 
chapter or section thirty- four A of chapter ninety, shall constitute 
the entire contract between the parties. (4) That no statement 
made by the insured or on his behalf and no violation of the terms 
of the policy shall operate to defeat or avoid the policy so as to 
bar recovery within the limit provided in the policy by a judgment 
creditor proceeding under the pr ovisions of said section one hundred 
and thirt~en and clause (10) of section three of chapter two hundred 
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and fourteen; a ' d (5) That if the death, insolvency or bankruptey 
of the insured shall occur within the policy period, the policy during 
the unexpired portion of such period shall cover the legal repre-
sentatives of the insured. Any such motor vehicle liability policy 
shall be deemed to contain acy such provision in substance when in 
the opinion of the commissioner the provision is stated in terms 
more favorable to the insured or to a judgment creditor than herein 
set forth, and s uch policy may contai'n such other provisions not 
inconsistent with this chapter or section thirty-four A of chapter 
ninety as may be aporoved by the commissioner. The provisions of 
t his section, except provisions numbered (1), (3) and (4), shall 
apply to motor vehicle liability bonds as defined in said section 
thirty-four A, and every such bond shall contain a provision that 
no statement made by the principal on such bond or on his behalf 
and no violation of the terms of such bond shall operate to defeat 
or avoid such bond as against a judgment creditor of such principal. 
Section llJB. No company shall issue any motor vehicle liability 
policy or act as surety on any motor vehicle liability bond, both 
as defined in section thiriy-four A of chapter ninety, until it has 
filed with the commissioner, in such form and detail as he may pres-
cribe the classifications of risks and a schedule of the premium 
charges which it proooses to use and charge in connection with the issue 
or execution of such policies or bonds, not until such classifications 
have been approved by the cormnissioner in writinP" as fair and r eason-
able and such premium charges have been approved in like manner as 
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adequate, just, reasonable and non-discr iminatory for the classifi-
cations to which they appl y . 1he commissioner may approve or dis-
approve such classifications or schedule in whole or in part . 1he 
classifications and premium charges approved by the commissioner shall 
be used by all companies issuing such policies or acting as surety 
on such bonds . 'Ihe commissioner, from time to .time after due hearing 
and full investigation, may by written order modify, alter or re-
vise such clas sifications or any part thereof or increase or decrease 
any such premium charge, whenever he deems it proper, expedient or 
necessary . Any such order shall apPLy only to the classifications or 
premium charges in r espect t o such policies or bonds to be issued 
or executed in connection with the registration of motor vehicle;:; 
or trailers for the subsequent year and shall be filed in the office 
of the commissioner on or before September first of the year when 
the order is made . A duly certified copy of any s uch order shall 
forthwith after such filing be transmitted to each c ompany authorized 
to issue such policies or execute such bonds . 'Ihe cownissioner 
may make and amend reas onable r ules and regulations t o facilitate 
the operation of this section and to govern hearings and investigations 
hereunder . He may a t any time require any company to file with him 
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such data, statistics, schedules or information as he may deem neces-
sary to enable him to f ix or approve fair and r easonable classifications 
of risks and adequate, just, reasonable and non-discr iminatory 
premium charges for such policies or bonds . He may issue such 
orders as he finds proper, expedient or necessary to administer the 
the provisions of this section a nd to secure compliance with any 
rules or regulations made thereunder. The supreme judicial court 
for the county of Suffolk shall have jurisdiction in equity upon 
the petition of the coro~issioner and upon a summary hearing to en-
force all lawful orders of the commissioner . Memoranda of all a~tions, 
orders, findings and decisions of the commissioner shall be signed by 
him and filed in his office as public records open to public ins::>ec-
tion . Any person or company aggrieved by any action, order, finding 
or decision of the c ommissioner under this section may, within 
twenty days from the filing of such memorandum thereof in his office, 
file a petition in the supreme judicial court for the county of 
Suffolk for a review of such action, order, finding or decision . 
The court shall have jurisdiction in equity to modify, amend, annul, 
reverse or affirm such action, order , finding or decision, shall re-
view· all questions of fact and of law involved therein and may make 
any appropriate order or decree . An order of notice returnable not 
later than seven days from the filing of such petition shall forth-
with issue and be served uopn the commissioner . Vi thin ten days 
after the return of said order of notice, the petition shall be 
assigned for a s peed and summary hearing on the merits . 1he action, 
order, finding or decision of the commissioner shall remain in full 
force and effect pending the final decision of the court unless the 
court or a justice thereof after notice to the commissioner shall 
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by a special order otherwise direct. 'Ihe decision of the court shall 
be final and conclusive on the parties . 'Ihe court may make such 
order as to costs as it deems equitable . 'Ihe court shall make such 
rules or orders as it deems proper governing proceedin~s under this 
section to secure prompt and speedy hearings and to expedite final 
decisions thereon. The commissioner, his deputies or examiners shall 
at all times have acces s to the certificates defined in said section 
thirty-four A filed with the registrar of motor vehicles . Section ll3C . 
The commissioner shall forthwith notify the registrar of motor 
vehicles of the names of all companies as they become or cease to 
be authorized to issue motor vehicle liability policies or to act 
as surety upon motor vehicle liability bonds, both as defined in 
section thirty-four A of chapter ninety . Section ll3D. Any per:3on, 
aggrieved by the canccllation of a motor vehicle liabi lity policy or 
bond, both as defined in section thirty-four A of chapter ninety, 
by the compaey issuing such policy or acting as surety on such bond 
or by the refusal of any company, or an agent thereof on its behalf, 
to issue such a policy or to act a s surety on such a bond, may f:Lle 
a written complaint with the commissioner in such form as he may 
prescr ibe . The commissioner shall forthwith notify the board of 
appeal on motor vehicle liability policies and bonds of the filing 
of such complaint . Said board or a member t hereof shall give wr:Ltten 
notice to the parties ·of the time and place of the hearing on the 
complaint, which shall be not les s than five days from the filing 
of the complaint . Said board shall make a findin g as to whether the 
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cancellation or refusal to issue such policy or act as surety on 
such bond is proper and reasonable , and whether the complainant :.s 
a proper risk to whom to issue such a policy or on behalf of whom to 
act as surety on such a bond, which decision shall be final and 
binding upon the parties as to the facts and a memorandum thereof 
shall be filed in the office of the commissioner as a public record . 
Notice in writing of such decision shall be given to the parties 
within three days after the rendition thereof . Any person or com-
pany aggrieved by any decis ion of the board may within seven days 
after the filing of s uch memorandum thereof in the office of the com-
missioner, appeal to the superior court, or any justice thereof, in 
any county, for a review of such decision . 1he court or justice 
shall as soon as may be ~ive a summary hearing thereon and shall 
have jurisdiction in equity to affirm or reverse such decision . 
The decision of the court or justice shall be final. The superior 
court may make reasonable rules to insure a prompt hearing on such 
petitions and a speeding disposition thereof . If a company, within 
ten days after receipt of notice of the decision of said board, fails 
to comply with said decision if no appeal has been taken as herei:CI-
before provided or if a company, wi thin five days after the entry 
thereof, fails to comply with a decree of the court or a justice 
thereof in favor of the original complainant if an appeal has been 
taken as aforesaid, the commissioner shall, in the case of a foreign 
company, revoke or suspend its license as provided in section five 
until it shall comply with such decision or decree and, in case of a 
domestic company, he shall proceed against it as provided in section 
six and thereupon the s upreme judicial court may enjoin it from further 
transaction of its business until it shall comply with such decision 
or decree . 
* * * * * 
Approved May 1, 1925 
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